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The March of te News 


IN NATIONAL AFFAIRS 


| hata difference of opinion over the farm bill 

developed in both Houses of Congress last 
week and delayed enactment of the measure 
listed as No. 1 on the President’s special session 
program. 


A letter written by Secretary of Agriculture 
Wallace criticizing the Senate draft of the crop 
control bill as being “more restrictive than nec- 
essary” loosed the floodgates of debate as Sen- 
ators answered and defended Mr. Wallace’s ob- 
jections. Several Southern Senators bristled 
over the Cabinet officer’s letter as being an at- 
tack on Senator Bankhead’s cotton-control plan. 


The House draft of the farm bill, although 
generally regarded as less drastic than the Sen- 
ate bill, encountered heavy going on its voyage 
through the lower body. Two amendments were 
tentatively adopted despite vigorous opposition 
of the leadership. One was aimed at stopping 
the use of retired acres to pasture new dairy 
herds. The other would place cotton quotas 
on a state-wide rather than a nation-wide basis. 


When each House receives this week the 
farm bill passed by the other House there will 
be so many differences in tham that only long, 
hard work by a conference committee will be 
able to weld the two into one bill. Even then 
there will be no certainty that both Houses will 
accept the result and no certainty that the 
President will sign the measure if they do. 


TEST DUE ON WAGE-HOUR BILL 


No. 2 measure on the President's list— 
the wages and hours bill—will be brought be- 
fore the House for a test on Dec. 13. This was 
assured last week when the 218th signature— 
a majority—was affixed to a petition to “dis- 
charge” the Rules Committee from further con- 
trol of the bill. 


Stormy weather still faces the wages and 
hours bill. If the House votes to consider the 
bill—as it probably will—Chairman Mary Nor- 
ton, of the House Labor Committee, will pro- 
pose some majeur changes. Instead of a five-man 
board administering the Act, provided in the 
bill passed by the Senate, she will ask a single 
administrator under the Labor Department. 


Even that proposed change will not satisfy 
organized labor, apparently, as A. F. of L. Presi- 
ident Green has announced he will recommend 
as a substitute a bill embodying a flat 40 cents 
an hour minimum wage and a 40 hour maximum 
work week with the Department of Justice as 
the enforcement agency. And no differential in 
working conditions according to location— 
which brings the A. F. of L. proposal in direct 
conflict with the position of southern Con- 
gressmen. 


PRESIDENT’S TWO PROPOSALS 

With the farm bill and the wages and hours 
measure stirring up so much controversy, Con- 
gress has given little attention so far to the 
special message from the President early last 
week recommending a general revision of the 
National Housing Act to ease the flow of credit 
and to induce private capital to embark on a 
housing construction drive. Committees of 
both Houses began hearings of a bill to make 
the changes effective. RFC Chairman Jesse 
Jones described the measure as a step in the 
right direction. Passage of the bill at the 
Special Session is a possibility. 


Another special message from the President 
—urging curtailment of about 50 per cent in 
Federal highway spending in the interest of 
economy—aroused immediate opposition among 
members of both Houses. One Senator said re- 
peal of the 1936 highway aid Act, asked by the 
President, would amount to repudiation of the 
Government’s obligations to the States. 


CAMPAIGN FOR RAIL INCREASES 


A parade of railroad presidents as witnesses 
before the I.C.C. last week marked the first 
phase of the carriers’ campaign for a 15 per cent 
freight rate increase. Shippers opposing the 
advance are to present their case at hearings in 
the field, Chairman Fulbright of the shippers’ 
committee announced. 


Peace negotiations between rival labor forces 
apparently collapsed last week after several 
frigid face-to-face meetings between A. F. of L. 
President Green and C. I. O. Leader Lewis. A 
Stalemate was reached on the issue of auton- 
omy for the C. I. O. within the ranks of the 
Federation. 


President Roosevelt, absent from Washing- 
ton all week, cut short his Florida fishing trip 
and returned to the capital several days ahead 
of schedule. No emergency in national affairs 
brought him back, according to official an- 
nouncement. He was still bothered by after-ef- 
fects of his tooth trouble and needed treatment. 


> 


1936—$3,980; 1937—$4,435. 

Those four signs on the pictogram above, 
based on the construction cost index of the 
American Appraisal Company, show the varia- 
tions in building costs in recent years in com- 
parison with 1926. ) 


In that year Americans found the price at 

| which new homes were offered for sale so at- 

| tractive that they bought 845 thousand dwelling 

units, more than in any other year except 1925, 
aind spent 5 billion dollars for all forms of hous- 
ing, including repairs. 

. In 1957 Americans are finding the price for 
new homes much less attractive. Only 300 
thousand units are being built this year, ac- 
cording to the official estimates, and expendi- 
tures for all types of housing, including repairs, 
will amount to less than half the 1926 total. 

Yet the official data show a greater pent up 

demand for decent living quarters than in 1926; 
an abundance of loanable funds available for 
housing; and financing charges only about. half 
what they were in the ’20’s. 


DEMAND EXCEEDS SUPPLY 

New housing this year is shown to be inade- 
quate to meet current needs and does not be- 
gin to make up the deficit below prosperity 
standards of 2 million units which has accu- 
mulated as a result of all the lean years in 
residential construction since the end of the 
prosperity era. 

Translated into percentages the “for sale 
signs” read: An 11 per cent boost in housing 
costs between the 1933 low and 1936 and an- 
other 11 per cent increase in average costs be- 
tween 1936 and the first 10 months of 1937. 

Construction costs so far this year have aver- 
aged about 11 per cent less than in 1926. But 
the relationship between building costs and the 
general level of wholesale prices is about the 
same this year as it was at that time. This 
means that building costs are being maintained 
in the same relation to other costs as existed 
in 1926, a year when speculative building kited 
housing costs to boom levels. 

President Roosevelt in his housing message 
to Congress last week blamed this rise in con- 
struction costs for the slump in housing during 
recent months and pointed out that the reces- 
sion in residential building was “one of the 
| principal reasons why general business failed 
| to forge ahead during the latter part of the 
year.” (Text of message on Page 5.) 

At the start of this year national income was 


PWARD TREND BUILDING 


Costs 


+ 


2088 


and all the surveys pointed to a substantial 
housing boom. 

But the building industry figured on getting 
rich quickly and raised costs so rapidly that 
people put off their building plans. 

Workers in all fields of the industry, from 
the production of lumber and other raw mate- 
rials to the actual construction of houses, raised 
their wages. Skilled workers in the building 
trades increased their wages above 1929 levels 
and unskilled workers succeeded in ‘boosting 
their pay to the highest rates on record. 

Material manufacturers and contractors were 
not slow in passing on the wage increases and 
in many cases added a layer or two of price 
increase on their own account. Prices of build- 
ing materials shot above 1929 levels. 

It is estimated that as a result of the price 
increase, 150,000 fewer housing units will be 
built this year than: was forecast on the basis 
of the outlook Jan. 1. 

Now, in addition to the cost factor, there is 
the general uncertainty as to the progress of 
recovery which retards new investment for 
housing. 

The way this series of price increases affected 


TITLE REGISTERED U. S. PATENT OFFICE 


Newsqrams 


Page 
Section | 

“Net Worth” of Wealthy ....... 2 
Labor Peace—Yes and No....... 2 
Hands Across the Business Table . 3 
“In Committee” ....... 
Congress—A Quickening Tempo.. 4 
Housing Message—Editors’ Reply. . 6 
“Economy” Along Highways...... 
Labor Stages New Scenes........11 
Open ys. Closed Door Policy.. ...13 
Crop Controls Here and Abroad. . 
Money in Business... ......... 
Soft-Coal; Prices by Fiat......... 
Utilities—Issues Redefined....... 


Section II 
Rotogravure—Travel—The Govern- 
ment’s Way 


Unknown Factor” in Housing, D 
Rising Prices For Materials and Labor 
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rive: 


‘the cost of ‘constructing the average house is 
shown by figures compiled by the Federal Home 
Loan Bank Board: 


Average % Increase 

Cost Jan., ’30, to 

Jan., 1936 July, 1937 July, ’37 
Materials $3,190 $3,617 13.4 
1,567 1,802 15.0 

Mise. and 

profit ... 669 763 14.1 
Total .. 5,426 6,182 13.9 


FHA PROPOSED PLANS 

It is at this point that the Government has 
stepped into the picture. 

The program proposed to Congress calls for 
amendment of the National Housing Act to per- 
mit lower down payments and financing charges 
so the average family may find it easier to buy 
ahome. At the same time investment interests 
are to be encouraged to finance apartment and 
other large-scale housing projects. 

If the program is to work out, say the Gov- 
ernment housing experts, it is essential that 
there shall not be another sharp advance in 
costs. 

Signs are appearing that there has been some 
sloughing off of construction costs recently. 
Meanwhile rentals are continuing to advance, 
which brings nearer the day when many per- 
sons will find it more profitable to buy a new 
home rather than te continue to rent and large 
investors will find it profitable to build new 
rental properties. 

By spring or early next summer at the latest, 
conditions similar to those in the early part 
of the building cycle of the ’20’s may be re- 
stored. 

Through the Federal program and the joint 
efforts of business to keep profit margins on a 
moderate basis and of labor to prevent unrea- 
sonable wage demands, say Government hous- 
ing experts, it may be possible to set the stage 
for a modest increase in housing next year and 
then an increasing volume of activity until the 
present housing deficiency is made up. 

Such is the pattern of housing development 
as forecast by the Government experts, barring 
of course, any unforeseen development such as 
prefabrication of houses and mass production. 
Thus it is expected that residential construc- 
tion during the next five years may reach the 
goal outlined by Mr. Roosevelt—an annual con- 
struction of between 600,000 and 800,000 new 
dwelling units. 


Prerogvam 
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Tomovrow 


A LOOK AHEAD—FUTURE TRENDS 


CONGRESS and not the President will hold 
the national spotlight in increasing meas- 
ure in period just ahead. 


Mr. Roosevelt's plan is to state his objectives 
and let Congress take the responsibility for pas- 
sing laws in the form necessary to achieve these 
objectives. 


White House strategy in relation to Congress 
has two main points. One is to leave legislators 
“on their own” as an offset to charges of dicta- 
tion in the past but to be ready to reassert posi- 
tive leadership when expedient. The other is to 
request continually that appropriations be held 
within budget limitations or that added taxes be 
provided so that the President will be known as 
the economizer. 


Vital shifts of position are under way in Con- 
gress based upon sectional and bloc interests, 
On the basis of the new shifts in power and of 
the changed White House strategy in yielding 
the initiative, the Jegislative outlook is about as 
follows: 


Better than an even chance exists that a mod- 
erate plan of wage and hour control will be ap- 
proved at special session and still better chance 
that favorable action will come in regular ses- 
sion if it is held up now. Chance for failure at i 
special session will lie in possible last-minute | 
Senate filibuster on a conference report. 


MEASURES WITH ODDS AGAINST 


Less than an even chance exists that any farm 
control plan will be approved at special session. 
Final farm bill probably will be written in con- 
ference committee during regular session and : 
will be Jess rigid than Senate bill or even than 
the more moderate House bill. Presidential 
veto probably would await Senate bill if en- 
acted. 


Almost no chance exists for repeal of so-called 
“death sentence” of utility holding company 
act because of virtual assurance of White House 
veto if it should weather Senate and House. 


Almost no prospect remains that tax modifica- 
tion will come at special session and next to no 
prospect remains that any modification that 
finally is made will be retroactive on 1937 in- 
come. 


Tax law changes,to be voted at regular session 
probably will be sweeping in character. 4 


Less than a three to one chance exists that 


[Continued on Page 3.1 
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—Harris & Ewing 
THE LAST SIGNATURE 
Representative Mansfield of Texas, affixing his sig- 
nature—the last of 218 necessary—to the petition 
enabling the Administration to force the Wages- 
Hour Bill out of the House Rules Committee. Stand- 
ing, left to right: Representative Mary T. Norton, 
Chairman of the House Labor Committee; Speaker 
Bankhead, and Representative Pat Boland, House 
Whip. 
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A ‘Net Worth Report 
For the Wealthy 


Request for statements of holdings. 
Tax-exempt bond data. Plugs for 
loopholes. 


ANY individuals with net incomes of more than 

$100,000 were surprised this past week by re- 

quests from Federal Government tax collectors to 
swear to a statement of their net worth. 

The Government told them to tell how much cash 
they had, what securities they owned, the value of 
their yachts, automobiles, homes, their holdings in 
foreign countries and in personal holding com- 
panies. 

Nothing like this had occurred since war days. 

Immediately there were conjured visions of an 
inquisition. Stories were heard that the Treasury 
was getting ready to make a levy on capital, as in 
Italv. Others that the ghost of Huey Long was back 
in the form of a new share-the-wealth plan and 
that information was needed so that the Govern- 
ment would know where the wealth was located. 

There were more plausible suggestions that the 
Government might be getting ready to set new con- 
trols over a possible flight of capital from this coun- 
try, or that it might be seeking information for a 
foreign government concerning the amount of 
capital of its nationals that is in hiding here. But to 
Treasury officials the situation was quite simple. 


PLUGGING LOOPHOLES 


The country will remember what now is known as 
the “keyhole investigation” of last summer, during 
which Treasury officials put on display a select 
group of tax loopholes for the nation to see. 

Congress then proceeded to close the loopholes to 
the best of its ability, but the tax collectors formed 
the distinct impression that wealthy persons had a 
distinct advantage over the ordinary run of tax- 
payers in devising ways to avoid some measure of 
tax payment. 

By getting a complete statement of all assets and 
liabilities of each big taxpayer, and thereby getting 
@ sworn statement of the net worth.of that tax- 
payer, the Treasury expects that auditing of returns 
of the wealthy will be made much easier. 

Furthermore, it expects by this process to simplify 
administration of the gift tax and the estate taxes. 
There is more than a hint that much evasion in 
these fields now escapes notice. 


BOND DATA SOUGHT 


In addition, Treasury officials are interested in 
determining exactly how much in the way of reve- 
nue escapes taxation through the inclusion of tax- 
exempt bonds in the holdings of the very wealthy. 
This method will give definite information on that 
important point. 

The mere fact that in the process there will be 
gathered facts that would be of prime importance 
if ever the Government should want to stem a 
flight of capital or to demand a slice of the capital 
accumulations of its rich citizens, is set down by 
the Treasury as distinctly secondary to more imme- 
diate objectives. 

So each possessor of a net income of $100,000 or 
more will be asked to set down the accounts and 
notes receivable of his family or his controlled cor- 
porations; his stocks in corporations or personal 
holding companies; his foreign stocks; his tax-ex- 
empt bonds and his mortgages; -his real estate; his 
non-business property, such as homes, automobiles 
and yachts; his partnerships, joint ventures, syndi- 
cates, leases and other assets. Along with this will 
go a description of liability and a statement of net 
worth. 


A BUREAU MYSTERY 


An element of mystery concerning this unusual 
request was given by the concluding letter of in- 
structions sent out by the Bureau of Internal Reve- 
nue, which said: 

“The duplicate of the net-worth statement should 
be forwarded immediately to the Bureau in Wash- 
ington for the attention of IT:CI:St.-TCA.” 

Just what that mysterious new alphabetical 
agency represents has become a matter of special 
interest on the part of those wealthy persons who 
are requested to reveal all for its benefit. 

A number of studies have been made by the 
Treasury to discover to what extent the ownership 
of corporations and of income is concentrated in 
this country into a few hands and the information 
to come from answers to these questionnaires would 
fit neatly into that general pattern. 

The affected wealthy individuals are assured of 
one thing: the request of the Treasury will in no 
way serve to loosen administration of the tax laws 
or to ease the burden of those laws. 
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THE INSIDE OF NATIONAL AFFAIRS—PREVIEWS 
OF DEVELOPMENTS THAT MAKE TOMORROW'S NEWS 


r The Administration is beginning 


to drive a wedge between small 
and big business, as a basis of 
support for anti-trust suits. The 
explanation given is that the 
suits are necessary to protect the 
purchasing power and employ- 
ment growing out of small busi- 
nesses, squeezed out by big com- 
petitors. 


x * 


probably will be set up to hold 
hearings and study anti-trust 
problems and recommend legis- 
lation. 

x * * 


The anti-trust suit against 
Western Union and Postal Tele- 
graph may result in negotiations 
looking ultimately toward a 
merger to be sanctioned by 
amendment to the Communica- 
tions Act. 
x * * 


Civil suits under the Sherman 
Act to determine the rights of 
automobile finance companies in 
their relations with dealers are 
being predicted. Talk before 
was of using the “consent de- 
cree” method. 


* * 


A joint Congressional committee 


+ 


that Exchange officials before 
‘ong will accede to the sugges- 
tion for stronger self-regulation. 


x * * 


Influential SEC officials favor an 
attempt to “educate” the public 
about Section 11 of the Utility 
Holding Company Act, the so- 
called “death sentence” clause, 
which they claim is not in fact a 
“death sentence”, but a discre- 
tionary power. 


= @ 


Operation of unemployment in- 
surance in individual States, due 
to take effect Jan. 1 in 22 States, 
will be delayed by administrative 
difficulties. Officials are prepar- 
ing to recommend that red tape 
be cut in an attempt to bring this 
Act into quick operation at the 
turn of the year. | 


x * * 


Hope for a balanced budget at 
the White House and Treasury 
is predicated on a sharp upturn 
in home building in 1938 that 
would result in a rate of indus- 
trial production activity as high 
as in 1937. Failure of this to 
materialize might leave the bud- 
get badly out of kilter. 


* 


+ 


in Congress, which they disown. 
The AAA deliberately stood 
aside during the drafting of the 
bills. Officials who would ad- 
minister the projected law con- 
tend the present proposals are 


unworkable. 


Government housing specialists 
were disappointed because the 
President did not ask Congress 
for a sharp cut in interest rates 
on Federal Housing Administra- 
tion guaranteed loans. They 
wanted a rate of not above 414 
‘per cent to cover all charges. 


x * * 


Unless a compromise can be 
found, the Administration lead- 
ership in Congress is prepared to 
block ratification of the two 
flood-control compacts between 
New England States on the 
ground that these i//egally usurp 
Federal water power rights on 
navigable streams. A formula 
for amicable adjustment of the 
dispute is being sought. 


x * 


Slow progress thus far in the 
special session has led the party 
leaders virtually to abandon hope 
of action on the Government re- 
organization or planning regions 


of the 2 per cent tax on pay rolls 
levied to build the old-age pen- 
sion reserve fund. This would 
not complicate the budget pic- 
ture, they say, and would release 
about $600,000,000 that now is 
flowing into Government coffers. 


* * 


Marriner S. Eccles, Chairman of 
the Federal Reserve Board, is 
concerned over charges of lead- 
ing Wall Street bankers that the 
Board is responsible for the busi- 
ness setback because of its at- 
tempt months ago to deflate the 
credit base. The Board is pre- 
paring a series of moves to re- 
treat from the positions chal- 
lenged. 
xk 


Commerce Department officials 
expect the Administration to 
support a bigger subsidy for 
establishment of trans-Atlantic 
airplane service. 


x * * 


Talk about William Green being 
in line for a Latin American dip- 
lomatic post, in event of settle- 
ment of A. F. of L. and C. I. O. 
differences, accompanied his 
meeting last week with John L. 
Lewis. 


Members of Congress are begin- 
ning to feel pressure for in- 
creased unemployment aids. officials 


* * 


The Securities and Exchange 
Commission is content to rest its 
case for stricter supervision of 
the New York Stock Exchange, 
for a while at least, in the belief 


Works Progress Administration 
claim privately 
count of the unemployed will be 
more accurate than the mail reg- 
istration recently conducted. 


Henry A. Wallace and his aides 
are dismayed by the farm bills 


their 


x * 
tive. 


bills before the regular session. 


For a time Government planners 
considered a proposal to suspend 
the last installment on this year’s 
income tax as a business incen- 
Now, however, they are 
studying results that might be 
attained by a year’s suspension 


Farm Security Administration 
land buying is being concen- 
trated in Great Plains drought 
areas. Land program planners, 
while discouraged over the fate 
of Resettlement Administration 
ideas, still have hopes for remak- 
ing economy of sections subject 
to drought. 


(Wednesday,) reading reports and dis- 
patches from Washington. Fishing still excel- 
lent. Jackson (Robert H. Jackson, Assistant At- 
torney General of the United States) holds 
prize for largest fish. No visitors. Nothing ex- 
citing happening.” 

In such laconic style did son and secretary 
James Roosevelt, aboard the “Potomac,” keep 
Secretary Marvin Hunter McIntyre, landlubber- 
ing at Coral Gables in the temporary White 
House offices, informed of the President’s ac- 
tivities. 

Forty-eight hours later newspaper men sta- 
tioned at the temporary White House offices 
were rocked out of the lull occasioned by 
“Nothing exciting happening” with Secretary 
McIntyre’s report that the President had de- 
cided to cut short his brief holiday, return to 
Washington for treatment of his gums. 

Earlier in the week dispatches from the 
“Potomac” revealed the President was “still 
feeling effects of tooth infection, but showing 
satisfactory improvement.” Although the Presi- 
dent’s personal physician, Dr. Ross McIntire, 
was continually in attendance aboard ship, it 
was felt advisable to return to Washington for 
more adequate attention. 


PLENTY OF WORK The holiday had started 


ON RELIEF, HOUSING, out promisingly enough. 


Up the gangplank had 
AND TAX REVISION arched Mr. Jackson, 


Mr. Hopkins and Mr. Ickes, each with his own 
bulging portfolio. The contents of the leather 
cases were more than enough to occupy the 
President’s attention. 

From Mr, Jackson, the President was able to 
get a comprehensive view of the tax revision 
program and the start of the Federal Govern- 
ment’s anti-trust drive. 

From Mr. Hopkins, there undoubtedly came, 
without any mincing of words, a presentation 
of the unemployment situation and its bearing 
on the Federal relief policies. 

From Mr. Ickes, there presumably came an 
analysis of housing; private, as it related to the 
Presidential message to Congress; public, as it 
related to the new Federal slum-clearance, low- 


rent program. 


FISHING FROM A FLOATING 


fre 


) 


—Wide World 

PRESIDENT—REMOTE CONTROL 
Marvin McIntyre, Secretary to President Roosevelt, 
looks at map of President's fishing cruise coast after 
setting up the temporary White House offices in 


Florida. Messages from the President were flashed 
from his yacht to a destroyer docked at Miami, then 
relayed by phone to Mr. McIntyre. 


Amusing to newspaper men was the fact that 
Messrs. Hopkins and Ickes, one-time opponents 
on relief policies, partners in mal-de-mer, shared 
the same cabin aboard the Presidential yacht. 

While the wires from Washington hummed 
with messages to the President, Mr. Roosevelt 
lost no time, once out in favorite waters, in 
donning his begrimed fishing togs, picking his 
favorite tackle, and then waiting for the fight- 
ing sailfish and barracuda to be tempted. Luck, 
as usual, was with the President, although his 
guests, Messrs. Jackson and Hopkins, received 
more than a passing nod of acknowledgment 
from the finny tribe. 


Warm air and a decent 
possible for the President 

DECK WORKSHOP to carry on his routine 
executive affairs from the deck of the floating 
White House. For the most part, fishing was 
confined to the area of the Dry Tortugas, islets 


WARM SUN AIDS 


Opposition developing in 
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WHITE HOUSE—A CURTAILED 
VACATION—RELIEF, HOUSING AND ANTI-TRUST PROBLEMS 


(7 [HE PRESIDENT spent last evening , 


off Key West. Located on one is historic Fort 
Jefferson, used as a prison during and after the 
Civil War. It was there that Dr. Samuel Mudd, 
convicted of giving aid to Abraham Lincoln’s 
assassin, John Wilkes Booth, spent four years 
of a life sentence before he was pardoned for 
his heroic work in the yellow fever epidemic 
along the Florida Keys. 


A highlighted version of the ‘President’s log” 
would show that: 


He was met at Miami by James M. Cox, who 
ran for President in 1920 with Mr. Roosevelt as 
his running-mate. 


Driving through Miami, President Roosevelt 
passed within three blocks of the spot where 
Giuseppe Zangara tried to assassinate him in 
1933. The bullet missed, killed Mayor Cermak, 
of Chicago. 

The first fish of the cruise, a large mackerel, 
was caught by the President. 


A WRITER'S VIEW The veteran biographer, 


ON PROSPECTS OF Emil Ludwig, in his 
A THIRD TERM hg Life of Frank- 

in D. Roosevelt,” appear- 
ing in Liberty magazine, predicted the Presi- 
dent’s reelection for a third term if the “great 
impending European war” breaks out before the 
1940 elections. 

One Christmas present the President is as- 
sured of—several pairs of gloves bought by Mrs. 
Roosevelt on a New York shopping trip. 

The President’s military aide, Col. Edwin 
Watson, forgot his baggage and had to have 
himself outfitted by other members of the party. 
Col. Watson weighs 200 pounds. The mystery— 
whose clothes did he wear? 

The 1938 British “Who’s Who” gave Presi- 
dent Roosevelt 18 lines (Alfred E. Smith, 14; 
Herbert Hoover 27; Father Coughlin, 30; Sec- 
retary Hull, 41. No mention for Robert Taylor). 

In Washington, the President’s legislative 
leaders, attempting to carry out their “quarter- 
back’s” signals, wondered in view of the strong 
certain quarters, 
whether it was safe to try some broken field 
running with a liberal use of stiff-arming—or 
wait for the play to be called over again. 

DEREK Fox. 


—Wide World | 
“CACTUS JACK’—HUNTER 
Vice President Garner returning with his prize, a 
125-pound, four-point buck, which he brought down 
in a Pennsylvania hunt in which nine Senators and 
five other Government officials, as well as Polish 
Ambassador Count Jerzy Potocki, took part. 


« 2 
Behind the Moves 


For Labor Peace 


New factors for unity of A. F. of L. 
and C. I. O. Leaders’ conferences. 
Effects of business recession. 


HE decision of William Green and John L. Lewis 
to talk face to face again, after months of name- 
calling on the platform and in the press, led some 
Surprised outsiders last week to ask “Why?” 
They were still asking why after negotiations 


’ reached a stalemate at the week-end. 


No single reason provides the answer. Rather, 
it seems, a series of developments persuaded them 
that prolongation of their dispute might endanger 
ground gained by both the American Federation of 
Labor and the Committee for Industrial Organiza- 
tion. 

Each noted President Roosevelt’s call in his hous- 
ing message to Congress for cooperation between 
industry and labor to reduce construction costs, 
meaning in part lower hourly wages in the interest 
of higher annual earnings. Each noted official 
praise of principles recommended by the Business 
Advisory Council, under which labor would bear 
“equal responsibility with management” in exercise 
of its collective bargaining rights. 


THE DEPRESSION INFLUENCE 


They needed no reminder that business recession 
had set in. Falling off of dues payments was affect- 
ing their respective treasuries. There also were 
mounting demands from the rank and file that the 
feud be ended. 


With unemployment increasing and pay rolls 
diminishing, it had become plain that union prob- 
lems in the months ahead would be different from 
those during the recovery spurt. Wage-cutting had 
begun in some sections. Union prestige had suf- 
fered as a result of disorder within its own house. 
Significantly, seniority rights provided the current 
issue in most strikes as against wage or organiza- 
tion questions. 


A belief that unionism in general might suffer a 
setback of years unless a common front could be 
achieved made itself felt in both camps. Mr. Green 
and Mr. Lewis forthwith subordinated personal 
antagonisms. 

Their softer tones at the start of the talks re- 
flected the altered position of labor organizations. 
Four years ago at this time the unions were riding 
high with the aid of NRA. The leaders sat side by 
side with spokesmen for industry at the code con- 
ference table, having their way to a greater extent 
than ever before and watching their ranks grow by 
leaps and bounds. 

As a result of their joint efforts and Administra- 
tion support, Congress enacted the Wagner Act 
guaranteeing the right of collective bargaining. 
Strikes both before and after NRA were aimed prin- 
cipally, and with marked success, to obtain union 
recognition, to raise wages and to shorten hours. 
Militant advance was the watchword. 

Unable to further industrial unionism as he 
wished within the A. F. of L., Mr. Lewis initiated 
the C.I.O. two years ago. Its success in organizing 
mass-production industries such as steel and autos 
is well known. Membership in the Federation like- 
wise grew, and it seemed for the time as if both 
movements might prosper. 

But changes have come over the industrial and 
political skies and altered the outlook. Public 
criticism of sit-down strikes, charges by the A. F. 
of L. that the Wagner Act was unfairly adminis- 
tered and disagreement between the contenders 
over the wage-and-hour bill combined with other 
factors to alter union labor’s position. 


EFFECTS OF HIGHER WAGES 


The business downturn has pointed the problem 
abruptly within the past few weeks. Protests 
against high prices, due partly to higher labor costs 
since 1933, afforded a straw in the wind. Complaints 
by industrialists that wage levels. were a deterrent 
to capital investment, and hence to re-employment, 
became emphatic. 

Then Secretary Roper last week spoke out for 
“collective responsibility, collective effort, collective 
efficiency” as well as collective bargaining. His 
words implemented rumors in the Capital of a 
forthcoming attempt to revive NRA principles. 
Some labor leaders would like again to work out 
agreements with industry on wages and hours, as 
under the invalidated codes. But first, if possible, 
they want to reunite the clashing factions. 

Imminence of House action on the wage-and-hour 
bill, as a result of the petition which finally !et it 
loose from the Rules Committee, is another factor 
making for rapprochement. While not overly op- 
timistic, influential labor leaders hope satisfactory 


headway toward a se‘lement, not bright at present, . 


will be made in time to influence the compromise 
which ultimately must be reached between the Sen- 
ate and House on that legislation. 
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A LOOK AHEAD 


[Continued From Page 1.] 


Congress will accept the econ- 
omy recommendations of the 
President. 


Budget balancing chances for 
next fiscal year are going glim- 
mering. Falling commodity prices 
mean sharp write-downs on 1937 
profits by many corporations and 
—coupled with poor  fourth- 
quarter earnings—will mean reve- 
nues sharply reduced from Treas- 
ury estimates. 


All estimates of revenue from 
1936 earnings, on which budget 
plans are made, have been based 
on more active business than in 
1937 and that prospect already is 
scratched off by government 
forecasters. 


Pressure already is being felt 
by Congressmen for higher relief 
expenditures; farm aids are in 
prospect of running far above 
budget estimates; recommended 
budget cuts find no spark of ap- 
proval in either house. 


Result is that if new fiscal 
year’s budget is to be balanced 
Congress must find nearly $800,- 
000,000 of additional revenue 
that will be needed, over and 
above that now estimated in off- 
cial budget figures. 


Anti-trust law moves by White 
House and the Attorney General 
are aimed at stirring sentiment 
for revision of those laws. What 
the Admnistration really is think- 
_ing of is how to revive sentiment 
for a new, remodeled NRA. 


Support is increasing for the 
idea of Federal incorporation of | 
business engaged in interstate | 
commerce with articles of incor- 
poration laying down the trade 
practices that would be adhered 
to. New Borah-O’Mahoney bill 
for licensing of incorporations is 
just a rough idea of what Admin- 
istration thinkers have in mind. 


Success of new government 
housing program depends primar- 
ily on course of business in other 
fields. It is doubtful whether 
President's suggestions for 
‘amendment of housing act go far 
enough to set the recovery snow- 
ball rolling again unless other 
basic factors in the industrial pic- | 
ture improve. But outlook is for 
a substantial boom in housing by 
next spring or early summer at 
the latest. 


Railroads probably will get most 
if not all of the freight rate in- 
creases they are seeking in an 
effort to boost their revenues half 
a billion dollars., But the ICC 
decision is not likely hefore 
Spring as. the final hearing is 
scheduled for February. 


The SEC probably will pro- | 
ceed slowly in its program to 
obtain better regulation of the ex- 
changes. The commission’s strat- 
egy is to accomplish its ends, 
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Dilem- 
Presi- 


Movement for ‘peace.’ 
mas for Congress. 
dent's middle course. 


HE most frequently asked ques- 
tion in Washington today is: 
Does the President really mean it? 
Has he actually turned his back on 
old policies and old personalities in 


a search for peace with business 
men? 
All of the surface signs at this 


stage point to an affirmative an- 
swer. In a period of three fast mov- 
ing weeks the following occurred: 

Henry Morgenthau, Jr., Treasury 
Secretary, after conferring with Mr. 
Roosevelt, promised businessmen 
that inequities would be removed 
from the tax structure and that re- 
ductions would be sought in govern- 
ment expenditures. 

The President talked peace with 
the utility industry. He extended 

an invitation to the conservative 
Business Advisory Council of .the 
Department of Commerce to confer 
with him at an early date. He 
asked Congress to cut down expendi- 
tures on public roads and told Con- 
oress to try to keep farm subsidies 
within the existing budget. 

Then Henry A. Wallace, Secretary 
of Agriculture, accused the Senate 
of endeavoring to go too far in pro- 
viding for regimentation of agricul- 
ture. 

And Daniel C. Roper. Secretary of 
Commerce, speaking with assurance, 
told his Business Advisory Council 
that taxes were to be revised, public 
utilities were to reach an under- 
standing with the government, rail- 
roads were to get rate increases, 
labor was-going to be asked to show 


’ more responsibility, and the budget 


was to be brought under control. 


WHAT IS THIS CHANGE? 

More than that: rumblings began 
to be heard among one-time White 
House advisers that this was the 
“Roosevelt counter-revolution.” 

But is it? What explains the re- 
cent developments? What lies un- 
derneath them? Is there a sudden 
and amazing about face, or ‘s this 
just an interlude? 

Answers to those and other ques- 
tions were sought in the government 
quarters that should have those 
answers. There were few variations 
in the answers given. They all 
started with the set-back in business 
that has become more severe than 
any but the most pessimistic of the 
government economists had expect- 
ed. 

This set-back, all agreed, pushed 
the: President up against the neces- 
sity for making a definite choice of 
direction. 

One choice would have been to let 
matters drift. But this choice might 
have involved a quick return to 1932. 
With that discarded, there was the 
choice. of a return to a new large- 


'.scale spending program to build up 


consumer incomes. 

But the last spending program had 
brought the national debt to 37 bil- 
lion dollars and had broken down 
because of lack of controls over 
prices. This approach was discard- 
ed and that left a third, involving 
a drive by the White House to con- 


+ ernmental controls over 


— 


vince Congress to set up rigid gov- 


wherever the 
existing machinery of the ex- 
changes, rather than in more 
government regulation or di- 
rect governmental supervision. 


—_ 
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agriculture and finance. 


But Congress had just refused to 
change the membership of the Su- 
preme Court and the present Con- 
stitution would stand in the way of 
drastic controls of the kind that 
would be needed. Furthermore, the 
country appeared to be tired of new 
government experiments. 


THE BUSINESS ENTENTE 

That, according to the now ac- 
cepted explanation, left open only 
the course of attempted cooperation 
with business as the way to try to 
beat the new depression without go- 
ing through acute and long-contin- 
ued deflation. 


As one who recently has been 
much in the councils of the White 
House put it: 

“The President understands what 
has happened to upset business. He 
knows what may be necessary to 
get the trend turned. But he also 
understands political realities and 
knows that the country has been 
sold on the idea that Government 
has been hurting business and busi- 
nessmen.” 

At this point the maneuvering 
starts and will go on for some time 
for the country to see. 


STORY OF THE MANEUVERS 

The story of the maneuvering, as 
gathered from sources that have a 
hand in strategy, is this: 

At its last session, Congress re- 
volted against the President on his 
spending program, his farm pro- 
gram, his wage and hour program 
and his court change program. The 
nation received a picture of the 
House and the Senate standing asa 
bulwark against the aggressive pro- 
grams of the White House. Those 
who had opposed the President came 
to regard Congressmen as the great 
economizers and as the protectors 
against the executive. 

In other words, at a time om it 
seemed that cooperation with busi- 
ness would need to be the corner- 
stone of a new national government 
policy, the President found that Con- 
gress already enjoyed the reputa- 
tion as a friend of the businessman, 
while the Executive remained in the 
role of critic. 

So now the new strategy goes into 
effect. 

The executive arm of the govern- 
ment, as a detailed account of events 
shows, is prepared to make impor- 
tant concessions to the viewpoint of 
businessmen. The President is de- 
termined to strive for a balanced 
budget. He is prepared to make 
concessions on taxes. He wants to 
reach an agreement with the utility 
industry and to help the railroad 
industry. He is strongly behind the 
sort of encouragement to home 
building that private industry wants. 
Yet, at the sametime, he is deter- 
mined to build new protections for 
agriculture and to carry out a pledge 
of government protection for the 
low-wage groups of the country. 


PUTTING ONUS ON CONGRESS 

The President has been accused 
in the past of being dictatorial in 
his methods of dealing with Con- 
eress. 

To kill two birds with one stone, 
Mr. Roosevelt is confining himself 
to recommending legisiation, leav- 
ing to the House and the Senate full 
responsibility for acting on recom- 
mendations. In this way, so the 
strategists say, the President can 
overcome the idea that he is a dic- 
tator and can give the country an 
opportunity to focus its gaze on 
Congress shouldering responsibility. 

This explains—so his advisers say 
—President Roosevelt’s trip to Flor- 
ida: fishing waters at this critical 
stage in the business situation. 

It explains his recommendation to 
Congress to make a sharp reduction 
in the amount of money set aside for 
aid to states to build highways. 

It explains his warning to Con- 
gress to hold the cost of any new 
farm program to a figure of $500,- 
000,000 or else provide new taxes to 
cover the added cost. 


ANTI-MONOPOLY MOVES 
It explains the statement by Sec- 


retary Wallace that the Senate is 
proposing to go too far in estab- 


| 


Senator Alben W. Barkley 


Senator Pat Harrison 
—Harris & Ewing 


AFTER THE “QUARTERBACK” SIGNALS 


RESIDENT ROOSEVELT once 
“quarterback who calls the signals.” 


referred to himself as a 
To Senate Majority Leader 


Barkley and Chairman Harrison of the Senate Finance Committee 
falls the job of translating those signals into legislative formations. 


will be focussed on it rather than on 


the White House. 
A BATCH OF DILEMMAS 


As a matter of fact, burdened with 
new responsibility, Congress finds 
itself caught on the horns of a num- 
ber of dilemmas. Among the dilem- 
mas are the following: 


1. A modification of the existing 
tax on undistributed corporation 
earnings and of the capital gains tax 
raises the necessity of finding reve- 
nue elsewhere. | 

2. Economy in expenditures means 
lopping off benefits to farmers and 
to highway departments and to the 
unemployed, but failure to econo- 
mize creates the necessity of finding 
more new taxes. 

3. Rigid compulsory controls over 
individual farmers might prove un- 
popular but failure to provide rigid 
controls means that control can be 


had only by spending money and 
spending means more taxes. 

4. Enactment of wage and hour 
controls at this stage of the set- 
back in business would ‘offend many 
businessmen but failure to enact 
those controls would mean bumping 
up against workers who have been 
told they would get the protection. 
QUESTION OF ‘CONFIDENCE’ 

The maneuvers going on in Wash- 
ington, according to the explanation 
of those having a hand in them, are 
based on the idea that the business 
setback is due to a lack of 
dence” on the part of businessmen. 
That lack of confidence flows from 
the absence of a balanced budget 
and from the taxes that were levied 
on the retained portion of corpora- 
tion earnings, as well as from the 
general government attitude toward 


“confi- 


+ industrial and financial leadership. + 


Mr. Roosevelt is pictured as deter- 
mined iv try to revive that lost 
confidence by driving for a budget 
balance and by easing the com- 
plained of taxes while, at the same 
time, he is endeavoring to cultivate 
a lost friendship with leaders in 
private business and finance. 

Is this change in course 
method permanent? 

There is the rub. The answer de- 
pends upon whether the effort to 
revive “confidence’ and to start an 
upturn in business by changes in 
government policies proves success- 
ful. There are two views of what 
is happening just now in business. 


TWO VARIED FORECASTS 


One is that the present set-back 
in business 1s temporary. The hold- 
ers Of this view think that an up- 
turn will come in March or April at 
the latest and that the present re- 
verse is just an incident in the 
course of a rising business cycle. 


and in 


If this view turns out to be correct 
then’-the present “turn in direction 
bv the President may be permanent. 

he New Deal in that case would 
consist largely of the Social Security 
Administration, the Agricultural Ad- 
justment Administration, the Secur- 
ities and Exchange Commission and 
the National Labor Relations Board. 
The laws creating those agencies 
would be accepted by the President 
as representing an important ad- 
vance and he could consolidate his 
second administration on that basis. 

But, then, there is another view 
held by a number of important New 
Deal economists. 

This view is that the present de- 
pression. shows that the economic 
machinery of this country is out of 
balance and that somethine more 
than “confidence” will be required to 
get it back into balance so that it 
can move under its own momentum. 
The holders of this view believe that 
the real New Deal is yet to come. 

Point is made of the fact that by 


taking his present attitude Mr, 
Roosevelt will be in a position to 
jump either way. 

A revival of the recovery move- 
ment in the midst of a conservative 
turn would enab!e him to share with 
Congress the resulting acclaim. 


TWO PATHS LIE OPEN 


But a failure ot revival to come 
Within a reasonable period would— 
in the opinion of some important 
White House advisers—serve as a 
sigival for the New Deal to start on 
the march again. This time how- 
ever, emphasis would be placed on 
having the initiative come either 
from Congress or from businessmen, 
with the President getting names on 
the dotted line oefore undertaking 
to try more drastic experiments. 

It can be said with authority that 
while he is sitting back to find out 
which way the wind blows, Mr, 
Roosevelt is not closing his mind to 
the course that might be forced by 
a continuance of the decline in busi- 
ness. 


AGAIN A REVISED NRA? 

Studies under way in important 
New Deal agencies principally con- 
cern two points. 

The first is how to exercise some 
control over the price level of the 
country. AAA provides the answer 
for agriculture, but for - industry 
there is taking shape the idea of a 
new NRA based upon Federal incor- 
poration and concerned with cartel- 
izing the principal. basic industries 
under government supervision. 

The second is how to control or 
at least influence the investment of 
available credit. Here a good deal 
of attention is given to the idea of 
much higher individual income 
taxes that would serve to skim off 
the upper level of income to get bil- 
lions that then would be used to fi- 
nance a huge program of low-cost 
housing and a new large-scale PWA 
program. 

This is to be regarded as a 
plan, 


reserve 


| 


| 
| 
| 
| 
| 


lishing restrictions on agricultural | 


production and on the freedom of 
individual farmers to produce and 
market their crops. 

It explains the sudden executive 
department interest in anti-trust 
law enforcement to offset the popu- 
lar opinion that executive policies 
are friendly to monopolies and that 
Congress is the protector against 
monopoly. 

It explains the determination of 
the White House not to ask Congress 
for an increased appropriation’ for 
work relief. 

It explains the President’s state- 
men to newspapermen disowning the 
responsibility for the wage and hour 
bill in Congress. 

In other words, the Executive De- 
partment is taking a conservative 
stand and is leaving to Congress the 
responsibility for implementing that 
Stand. If Congress runs into trouble 
On the job, the gaze of the country 
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With the Committees: 
New Laws in Making 


Taxes and regional planning. Wage- 
hour bill gains the floor. Farm 
bill in each House. 


AX and regional planning bills are overboard 

until 1938, the farm and wages-hours bills sail 
on amid cloudening skies and most Congress com- 
mittees are in a dead calm until Jan. 3. It’s any- 
body’s guess what the special session’s logbook 
will record. 

Most Senators and Representatives are looking 
ahead to the Christmas holidays but they get their 
mileage allowance, 20 cents a mile each way, no 

matter when the sine die adjournment may be and 
irrespective of whether they go back home or not. 
The use of the mileage is never questioned at the 
Capitol. . ‘ 

The leadership wants to hold the special session 
until Dec. 22; the rank and file of the membership 
prefer quitting on the week-end, Dec. 18. All the 
business—thousands of bills on committee calen- 
dars—is destined to be put off to the regular session 
next year. 


Taxes 
The legislative drafting experts have begun work 
on that portion of a proposed new law dealing with 
the undistributed profits tax and the capital gains 
and losses tax. The House Ways and Means taxa- 
tion subcommittee has been studying possible reve- 
- nue tapping. But Subcommittee Chairman Vinson 
(Dem.), of Kentucky and Majority Leader Barkley 
(Dem.), of Kentucky are agreed that tax legisla- 
tion will be taken up in the early days of the Janu- 
ary session—not now. 


Regional Planning 

Also out of the special session picture. House 
Rivers and Harbors Committee Chairman Mansfield 
says committee hearings will go on until Dec. 15, 
anyway. Secretary of Agriculture Wallace told the 
committee the regional planning bill should be 
amended to make the planning authority more ad- 
visory. He said he was not concerned with hydro- 
electric provisions in the bill except as farmers 
would become consumers of water power. His view 
of the purposes of the legislation is to plan devel- 
opment of resources and conservation, generate and 
distribute hydro-electric power and to coordinate 
regional planning programs. Governor Leslie Miller 
of Wyoming testified the western states need stored 
water for irrigation. 


Agriculture 

The House Agriculture Committee on Wednesday 
voted to amend its farm bill, now under debate on 
the floor, so as to exempt from marketing quotas 
and penalty taxes all cotton farmers who do not 
produce more than three bales a year. The com- 
mittee said this would exempt 7,800,000 bales, or 
more than half of an average year’s crop. The 
committee also decided to offer an amendment to 
the’ farm bill to make referenda on marketing 
quotas for wheat, corn, cotton, tobacco and rice 
secret. The AAA conducts referenda among the 
farmers. 


Labor 


Out of the House Committee on Rules was plucked 
the wages and hours bill when the necessary 218 
signatures were secured, through cooperation of 
Majority Leader Rayburn of the House, and Chair- 
man Norton of the House Committee on Labor. 
The bill now may come up in the House on Dec. 13, 
at first on the question whether to consider it, 
and then on its merits—but it faces a barrage of: 
hostile amendments. 


Housing 

President Roosevelt wants action at this session 
on his recommendations for changes in the Federal 
Housing Act. The banking and currency commit- 
tees of both Houses arranged hearings. Senate 
Leader Barkley gave faint hope of final enactment, 
saying on Tuesday that the Senate probably will 
pass the amendments at this session but he was 
not sure if debate on the farm bill or recurring de- 
bate on the anti-lynching bill could be suspended 
to expedite the housing bill. Senate Banking Com- 
mittee Chairman Wagner indicated industrial exec- 
utives would testify before his committee. 

FHA Administrator McDonald, favoring the bill, 
was one of the first witnesses before the House 
banking committee. 

RFC Chairman Jesse Jones, another proponent, 
told the House Committee the 10 per cent down 
payment on purchase of a home, as contemplated 
in the President’s recommendations, is not too low. 
Chairman Henry B. Steagall (Dem.), of Alabama, 
announced he expected the bill would pass the 
House this week. 


Judiciary 

The President’s nomination of Professor Henry 
White Edgerton, as a justice of the United States 
Court of Appeals for the District of Columbia, is 
under inquiry by the Senate Judiciary subcommit- 
tee headed by Senator Burke (Dem.), of Nebraska, 
who was active in the fight against the President’s 
Supreme Court reorganization proposal last session. 
Senator Burke wants Professor Edgerton to explain 
before the committee his views on judicial review. 


Postal 


The Senate Committee on Postoffices Tuesday 

favorably reported a bill to make the three highest 

_ persons in examinations for postmasterships eligi- 

ble for Presidential appointment. Under present 

law, the President must choose the top competitor 

in the civil service examinations for first, second 
and third-class post offices. 


Miscellaneous 


The Senate special committee, headed by Senator 
Wheeler (Dem.), of Montana, ingiring into railroad 
financing, will resume hearings about Dec. 16. Most 
former hearings have related to the Van Sweringen 
railroads. The Pennsylvania railroad corporate re- 
lationships will be inquired into at the coming 
hearings. The committee also has been inquiring 
into the Chicago, Milwaukee & St. Paul Railroad, 
with hearings scheduled. The Senate 
investigating civil liberties will resume a study of 
various vigilante and citizens committees on Dec. 15. 


The 


of the United States,” 


ITTLE CONGRESS—Gore Hinzie, secretary to Representative Nat 
Patton of Texas, has been elected Speaker of the “Little Congress 
an organization of 1,000 Congressional employes 
which meets every Tuesday night while Congress is in session and goes 
through the motions of running the Government. (Just motions.) 


der the Capitol Dome. 


—Harris & Ewing 


CONGRESS’ EXTRA-CURRICULA ACTIVITIES 


 Rapdahee CONGRESSMEN—Keeping the House and Senate pages up 
in their studies is the job of Ernest Kendall (right), former Weath- 
erford (Okla.) teacher but now principal of the first school house un- 
In 1931 he sold Congress on the idea of tutor- 
ing such politically appointed pages as 13-year-old Jimmie Johnson. 


5) + 


Labor’s attacks on wage-hour meas- 
ure. “Log rolling” and crop con- 
trol. Road fund dispute. 


i President was away fishing in Florida 
last week. Vice President Garner went 
deer-hunting in Pennsylvania. Oratorically, 
there was plenty of shooting on Capitol Hill, 
too, as Opponents blasted away at the farm bill. 
And patient anglers whom the President had left 
behind in Washington to land his four-point 
legislative program were busy trying to 
straighten snarls and snags in legislative lines. 
Their most notable accomplishment was in 
unsnagging the wage-and-hour bill, which had 
been tightly caught in the House Rules Com- 
mittee, from which for more than a fortnight 
all tugs and jerks failed to dislodge it. Finally 
218 House members were rounded up to give a 
good, concerted heave-ho—and up and out it 
came. 


The petition ‘emai requiring 218 signers to 

be effective, was resorted to when a Rules Com- 

_ mittee majority, dominated by Southern Demo- 

crats, refused to report a rule for considera- 

tion of the bill, one of the four major pieces 

of legislation on Mr. Roosevelt's special session 
agenda. 


Despite strenuous ef- 


forts, it seemed at first 
WAS that not enough petition 


OUT OF COMMITTEE signers could be ob- 


tained. Then the final eight signers needed were 
rounded up. As _ Representative Mansfield 
(Dem.), of Texas, who is an invalid, rolled up 
to the Clerk’s desk in a wheel chair to afhx 
signature No. 218, whoops and whistles from 
wage bill advocates signalized their triumph. 


PETITION FORCES 


The salvo of applause interrupted a roll call 
on a resolution by Representative Fish (Rep.), 
of New York, demanding a committee investi- 
gation of alleged lobbying and pressure methods 
used to blast the bill out of committee. Consid- 
erable log-rolling was reported to have gone on, 
accompanied by alleged threats by urban wage- 
hour bill advocates to sabotage the farm control 
bill unless rural members interested in farm 
legislation helped in at least letting the wage 
bill come to a vote. 


“They have’ swapped everything byt the 
_ Capitol,” complained Representative Dies 
| (Dem.), of Texas, referring to alleged deals and 
bargains to muster petition-signers to thwart 
Rules Committee obstructionism. Mr. Fish’s in- 
vestigation resolution, however, was tabled. 


Getting the wage-hour bill out for House con- 
sideration will not necessarily mean victory for 
it during the special session, for more than 60 

| amendments are in prospect, and foes can con- 
| sume much time in talk that may, in practical 
| effect, amount to a filibuster. House support of 
the bill has been weakened by open opposition 
of President William Green, of the American 
Federation of Labor, and criticism of certain 
features of the bill by Chairman John L. Lewis, 


+ of the Committee for Industrial Organization. 


_ of the Capitol. 


Representative Lawrence Connery (Dem.), of 
Massachusetts, brother of the late Representative 
William Connery, Jr., co-author of the bill, wants 
to see an entirely new measure substituted. In 
the Senate, Senator Berry (Dem.), of Tennessee, | 
a labor union head and former chief of Labor's 
Nonpartisan League, likewise is demanding .a | 
brand new bill, though the present one already 
has passed the Senate, having run the gauntlet 
there at the regular session earlier this year. 


+ 


With half the time of 
the special session al- 


ready sped, both Houses 
IN BOTH HOUSES last week were still | 
wrestling with the first item on the President's | 


program—crop control—with different farm 
bills simultaneously debated at opposite ends 


FARM BILL DEBATE 


The second week of Senate farm bill debate 
culminated in sharp disagreement between 
some of its most zealous advocates and Secre- 
tary of Agriculture Wallace. The clash led | 
Minority Leader McNary (Rep.), of Oregon, | 
and others to demand that the bill be sent back | 
to committee for reconsideration. From two in- | 
fluential farm organizations, the Grange and the | 
National Cooperative Council, also came de- 
mands that both farm bills be returned to com- 
mittee, though the American Farm Bureau Fed- 
eration stuck to its support of the measures, 


Secretary Wallace sent a letter suggesting 
vital changes in the Senate bill and raising ob- | 
jections to it in 16 particulars. Senator Mc- 
Nary called this “a tragic thrust at this hastily 
thrown together bill.” The letter “cast con- 
fusion on the Senate,” declared Senator Cope- 
land (Dem.), of New York. Senator Bankhead 
(Dem.), of Alabama, said the Secretary showed 
a tendency to ignore Southern members who 
have “specialized as agricultural economists,” 
adding, “I do not think he knows anything 
about cotton” and ‘do not think he has the right 
to try to impose his will with respect to this 
subject on the representatives of cotton who 
have lived with the subject all these years.” 


The principal issue between the Secretary and 
the Senate bill proponents concerns the point, 
at which marketing quotas should be applied, 
Mr. Wallace advocating a higher figure for the 
normal carryover. He argues that the Senate 
bill may be unfair to the consumer by restrict- 
ing production even in periods of comparative 
scarcity and that the export market might be 
endangered, especially for cotton, by getting 
domestic price out of line with world price. 

Senator McNary predicted that, if adopted, 
the Senate bill would be heading for a Presi- 
dential veto, because of administrative cost, 
which he predicted would run to more than a 
billion dollars a year as compared with the 
$500,000,000 annual cost of the present soil con- 
servation program. 


In both Houses blocs 


CONTROL MEETS were developing in favor 
of voluntary rather than 


WITH OPPOSITION compulsory quota control 


with penalty provisions. Another bloc led by | 
Representative Patman (Dem.), of Texas, pro- 


COMPULSORY CROP 


END OF THE WAGE BILL DEADLOCK—ROUGH SEAS 
FOR FARM PROGRAM—HOUSING PLAN SPEEDED 


posed straight price fixing, at 20 cents a pound 
for cotton and $1.50 a bushel for wheat with 
other farm prices at similarly high levels. 

As debate progressed in the House, the bill 
faced numerous amendment attempts. The 
dairy bloc scored with adoption of an amend- 
ment by Representative Boileau (Prog.), ‘of 
Wisconsin, to prevent land taken out of pro- 
duction by crop control being used in a way 
to increase competition with dairy farmers. 

At the special session half-way mark, with 
prospects dubious for final action before 
Christmas on both the farm and wage-hour bills, 
the other two remaining legislative objectives 
of the session, executive reorganization and 
regional power planning, still remained in com- 
mittee stage and unlikely fo emerge. 

While the President fished off the Florida 
coast, two of his long-distance “casts” landed 
in Congress last week in the form of special 
messages—one favorably received, the other 
having an immediate effect of roiling the waters. 


Prompt committee consideration was given to 
implementing the President's recommendations 
for Government loans to aid a great housing 
drive as an impetus for economic recovery. (For 
further details, see Page 1. 
on Page 5). 


Text of message 


But Mr. Roosevelt’s 
HIGHWAY GRANTS demand for te- 

peal of an authorization 
IS CHALLENGED of $214,000,000 in Fed- 
eral highway grants to States under a two-year 
program adopted iast year, with the President 
recommending limitation of such grants to 
$125,000,000 a year hereafter, roused opposition 
both Houses. (Text of the President’s message 
on Page 10. Transcript of Senate debate in col- 
umn 5, this page.) 

Despite evident intention of leaders in both 
Houses to postpone tax revision till the regular 
session, demands for immediate repeal of the 
undivided corporate surplus tax continued to 
be voiced by a number of members who want 
prompt assurances given to business as a means 
of helping check the economic recession. Rep- 
resentative Beiter (Dem.), of New York, filed 
a petition to force out of the Ways and Means 
Committee his surplus tax repeal bill—the same 
procedure by which the Rules Committee has 
been compelled to disgorge the wage-hour bill. 
Democratic leaders pledged to go along with 
President Roosevelt's deferment of tax revision 
till the regular session indicated that the Beiter 
move has small chance of success. 

Senators Borah (Rep.), of Idaho, and O'Ma- 
honey (Dem.), of Wyoming, last week intro- 
duced a bill for Federal licensing of all cor- 
porations engaged in interstate and foreign com- 
merce, with provisions for an enlarged Federal 
Trade Commission to exercise “death sentence” 
power by revoking licenses of corporations held 
to be violating fair labor and trade practices. 

Senator Lodge (Rep.), of Massachusetts, 
pressed for action on his joint resolution de- 
manding a year’s moratorium on negotiating 
any more reciprocal trade pacts. The Senator 
disclosed fears that the proposed trade agree- 
ment with Great Britain would mean layoffs in 
New England textile mills. 


CURTAILMENT OF 


| 


Reducing Road Funds: 
What Senate Says 


Wave of opposition to President’s 
plea for reduction. Obligations to 
States. Curb on Congress’ power. 


N BOTH Houses of Congress critics last week 
pounced on the President’s message. which de- 
manded, aS an economy move, drastic cuts in Fed- 
eral highway authorizations to the States for the 
coming fiscal year. The proposal was attacked as 
a violation by the Government of a contractual 
obligation with the States, which have levied the 
taxes for theix, share of the highway program of 
the current biennium, in anticipation of the Federal 
aid scheduled last year in a two-year program. Ex- 
cerpts from the Senate debate: 
SENATOR HAYDEN (Dem.), of Arizona: The mes- 
sage which has just been submitted to the Senate 
recommends a material modification of the act to 
amend the Federal Aid Highway Act which became 
a law on June 16, 1936... . 
As indicated in the messaze, that Act authorized 
the expenditure of $200,000.000 for each of the fiscal 
years ending June 30, 1938, and June 30, 1939, or a 
total of $400,000,000 for Federal aid to be matched 
by the States for nighway purposes. Under that 
authorization the Secretary of Agriculture has ap- 
portioned $200,000.000 to the States for the current 
fiscal year. The Secretary is directed py the Act to 
make a further apportionment on Jan. 1 so that 
the States may know that after July 1, 1938, they 
may each depend upon receiving their proper share 
of the second $200,000.000. ... 
To give further assurance to the States that there 
shall be no possible question about their receiving 
this assistance from the Federal Treasury, the Act 
lepeats a guarantee which was first given by Con- 
gress in 1922 by creating a contractual obligation 
upon which they can depend with absolute cer- 
tainty. ... 


A CONTRACT WITH THE STATES 


The reason for this legislation is both simple and 
sound. The reason is so obvious that I cannot be- 
lieve that the President was made to understand 
by his advisers that it would have the effect of 
breaking what in truth is a contract. ... 

Forty-four State legislatures met in the: present 
year, 1937, and had the assurance that in accord- 
ance with the Federal Highway Act,. as set up 
originally in 1916, certain sums of money would — 
be available to them during a two-year period end- 
ing on June 30, 1937. ... 

SENATOR McCarran (Dem.), of Nevada: Is it not 
true ...that many of the States, if not all of them, 
have already, pursuant to legislative enactment, 
complied with the highway program by fixing their 
tax rates and tax levies? 

SENATOR HayDEN: That is what leads me to the 
believe that those who advised the President... 
did not convey full information to him. . 

The legislatures have adjourned after having 
made complete provisions to comply with their 
part of the contract. The State legislatures will 
not meet again in regular session until 1939... 


DIVISION OF THE LOAD 


Over a period of 20 years the States have taxed 
their people and have actually expended more than 
twice as much money for highways as the Federal 
Government has done. The States must also pay all 
the costs of maintenance, which is a heavy burden. 
The States always have and always will carry the 
major part of the highway load. It was therefore 
in fairness to the States that Congress, after long 
and careful consideration, deliberately tied the 
hands of the Secretary of Agriculture. Congress 
said to him, “You must, on the first day of Janu- 
ary of each year, make this apportionment of Fed- 
eral aid to the States; and when it is once made and 
accepted by the States, it becomes a contractual ob- 
ligation upon which they can absolutely depend. 
There can be no variance from it... .” 

SENATOR BARKLEY (Dem.), of Kentucky: Is it not 
also true that in addition to Congress tying the 
hands of the Secretary of Agriculture it tied its own 
hands? Because when this contract is entered into 
between the Secretary of Agriculture and the States, 
Congress either must automatically make the ap- 
propriation to fulfill that contract, or it must re- 
duce it; and, if it reduces it, of course, it interferes 
with the program that has been worked out between 
the Department of Agriculture and the States. I 
think it is accurate to say that Congress has not yet 
refused to appropriate the money involved in the 
contracts entered into between the Secretary of 
Agriculture and the States. 


AN UNAVOIDABLE OBLIGATION 


SENATOR HaypEN: There has been no thought at 
any time of a failure by Congress to appropriate as 
much money as was needed to meet such contrac- 
tual obligations. 

SENATOR BARKLEY: Sc, as it works out, it does to 
a very large extent automatically tie up Congress 
with respect to these appropriations that have been 
promised through this contract entered into. 

SENATOR HaypDEN: It is an- obligation upon the 
entire Federal Government, both of the Congress 
and the executive department... . 

SENATOR AsHuRST (Dem.), of Arizona: Mr. Presi- 
dent, in my opinion, my colleague is correct in his 
conclusion respecting the message sent to Congress 
by the President today. it is widely charged that 
Congress is merely a conduit for the conveyance 
of ideas of the executive departments, and that 
Congress is but a stamp to carry out the departe 
mental requests. ... 

My colleague, in drafting this legislation, with 
that scrupulous care which marks his labors, saw 
to it that the Department of Agriculture should 
not overthrow the will of Congress. Is the Con. 
gress prepared to recede from that position and 
say that we are incompetent to specify how money 
shal! be expended for roads; that we will rather 
permit the Secretary of Agriculture to make the 
decision? ... 

There is not only now but there has been for 
more than 30 years past a (constant reaching out, a 
grasping for more power on the part of executive 
departments. ... 

I esteem the Secretary of Agriculture highly, as 
a gentleman of great intelligence and patriotism, 
but Congress knows more about when and where 
roads should be built than does the honorable Sec- 
retary of Agriculture. 
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‘December 6, 1937 


The United States News 


The message of the President 
to the Congress, Nov. 29, deal- 
ing with the proposed housing 
program, follows in full text: 


To the Congress of the United 


States: 

In my message to the Congress 
upon the convening of the Extra- 
ordinary Session on November 19, 
I said that I would address you 
further in regard to proposals to en- 
courage the private construction 
and financing of housing on a large 
scale. The proposals which I am 
presenting for your consideration 
now are an important part of the 
program for increasing general 
business activity and employment 
during the coming year. 

From the point of view of wide- 
spread and sustained economic re- 
covery, housing constitutes the 
largest and most promising single 
field for private enterprise. 

Housing construciion not 
kept pace with either the needs or 
growth of our population. From 
1930 to 1937, inclusive, the average 
annual number of new dwelling 
units constructed in the United 
States was 180.000 as contrasted 
with an annual average of 800,000 in 
the seven years prior to 1930. In 
addition, much of our existing hous- 
ing has seriously deteriorated, or has 
been demolished. 

It is estimated that an average 
of 600,000 to 800,000 dwelling units 
ought to be built annually over the 
next five years to overcome the ac- 
cumulated shortage and to meet the 
norma! growth in number of fami- 
lies. In other words, we could build 
over the next five years three or 
four million housing units, which at 
a moderate estimate of $4,000 per 
unit would mean spending from 12 
to 16 billion dollars, without creating 
a surplus of housing accommoda- 
tions, and consequently without im- 
pairing the value of existing housing 
that is fit for decent human occu- 
pancy. 


A DRAG ON ALL INDUSTRY 

The long-continued lag in build- 
ing is a drag on all industry and 
trade. This presents an urgent 
problem which is the common con- 
cern of industry, labor, and gov- 
ernment. Ali business needs the in- 
fusion of orders and the diffusion 
of purchasirg power that come when 
building is thriving. Great numbeis 
of people look directly or indirectiy 
to the construction industry for em- 
ployment. This industry, to a greater 
extent than any other, can put idie 
funds to work and thus speed up 
the circulation of the nation’s 
money supply. This, in turn, would 
increase national® income. reduce 
unemployment and as a result con- 
tribute towurds a balancing of the 
budget. 

Since 1933 we have had a great 
recovery Movement in which hous- 
ing construction has played only a 
minor part. That it should play a 
major part has been clearly rec- 
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But, though much has 
been done ‘tv encourage construc- 
tion activity the results have no’ 
yet been satistactory. I(nstead of a 
seasonal rise in housing construc- 
tion through the past spring and 
summer. there Was an early down 
turn. This was one of the princi- 
pal reasons why general business 
failed to forze ahead during the lat- 
ter part of the year. 


EFFECT OF HIGH COSTS 

We must recognize clearly that 
nousing will not be built if costs 
are too high in relation to the con- 
sumer’s income. The fact that 
housing costs rose sharply —far too 
sharply — between September of 
1936 and March of 1937 was primar- 
ily responsible for the downturn in 
housing and thus in recovery gen- 
erally this year. 

Revival of housing construction 
must be based on reduction of the 
costs of building and the payment 
for buildings rather than on a re- 
sumption of the rising costs that 
Stopped progress in this essential 
field last spring and summer. Hous- 
ing must be produced at prices, rates 
and rents that the mass of our peo- 
ple can afford to pay. 

The government has made provi- 
sion, through assistance to munici- 
pal housing, for many. of the most 
needy. But private enterprise and 
private capital must bear the burden 
of providing the great bulk of new 
housing. The measures I now sug- 
gest are to encourage private build- 
ing to meet the needs of families of 
moderate means. These proposals 
cannot be effective, however, unless 
all elements concerned in the con- 
struction industry—builders, con- 
tractors, manufacturers of materials 
and equipment, labor, and finance— 
cooperate in producing housing that 
is within reach of the incomes of 
the vast majority of our citizens. 


BRINGING DOWN THE COSTS 

If the building industry is to play 
the vital part that it ought to have 
in our economic system, it must do 
it in the characteristic American 
way. It must develop, as other great 
industries have developed, the Amer- 
ican genius forefficient and econom- 
ical large-scale production. The lower 
unit costs resulting from large-scale 
production will make for greater an- 
nual returns for the entire building 
industry, including all workers en- 
gaged in that industry, and for a 
higher standard of living for the 
country as.a whole. 

The problem of reducing costs to 
a point where larger volume, longer 
employment, and higher annual 
earnings are possible is one that 
must be solved in major part by the 
building industry itself. The Gov- 
ernment, however, can take the 
intiative by bringing about a reduc- 
tion of financing costs, by making 
it easier for families of moderate 
means to ®uy or rent new houses, 
and by providing mechanisms to 
make it practicable for private en- 


the outset. 


terprise to engage in large-scale 
housing operations for the mass 


market. 

In order, therefore, that Govern- 
ment may give the fullest encourage- 
ment to a broad revival of building, 
I recommend that the Congress 
adopt at this time measures to fa- 
cilitate the financing of every type 
of housing construction, whether 
for sale or for rent, and ranging 
from the small house to entire resi- 
dential communities and large low 
rent apartment buildings. In addi- 
tion to measures to stimulate new 
construction, I recommend that pro- 
vision be made for an extensive pro- 
gram of repairs and modernization. 


PLAN NOW SUGGESTED 

As a practicable means of en- 
couraging and facilitating a more 
effective operation of private enter- 
prise and private capital in the hous- 
ing field, I am suggesting enlarge- 
ment of the framework of the Na- 
tional Housing Act in the light of 
actual experience. This legislation, 
enacted by the Congress in 1934, 
provided a new financial mechanism 
applicable to all types of lending 
institutions that make loans for 
housing purposes. Enabling legiSia- 
tion givine effect *to this new 
mechanism was subsequently en- 
acted by all the states. Within the 
of the types of housing to 
Which it applies, it has proved to be 
both popular and practical. 


INSURED PRIVATE LOANS 

Under the National Housing Act 
the Congress established the Federal 
Housing Administration, which in- 
sures mortgages on certain types of 
housing, but itself makes no loans. 
The agency is designed to become 
self-sustaining through the opera- 
tion of a mortgage insurance fund, 
into which premiums are paid by 
borrowers who obtain loans under 
the provisions of the act from pri- 
vate lending institutions. 

An ultimate guaranty of loans 
that may default is given by the 
Federal Government. but this guar- 
anty becomes oncrative only in the 
event that reco.<ries from tne sale 
of defaulted properties. together 
with all the monies in the. insur- 


limits 


ance fund, should be insufficient to 
pay the insured claims. 

Hence, even if any cost should re- 
sult to the government because of 
this guaranty, it would be negligible 
when measured by the volume of 
construction and employment in- 
duced by the fact that the guaranty 
is there should it ever have to be 
availed of. 

The benefits of financing under 
the National Housing Act apply to 
two main classes of transactions— 
namely those in which a single 
house becomes security for a loan 
and those in which a limited-divi- 
dend company obtains a loan in or- 
der to develop a rental housing proj- 
ect. The amendments which I am 
Suggesting are of three Kinds: 

(1) To effect further reductions in 
financing costs; 

(2) To extend the_ insurance 
mortgages to types of housing op- 
erations not now adequately pro- 
vided for in the act; 

(3) To make the funds of insti- 
tutional and individual investors 
more easily available for the financ- 
ing of large-scale operations. 


REDUCING LOAN COSTS 

Because it takes the average buyer 
of a house or investor in housing a 
long time to pay for the property, 
the cost of financing is in the long 
run one of the largest items in 
housing costs. In the case of rental 
housing it is a determining factor, 


Outlines of Revised Program 


HAT the President would have Congress do to stimulate 


home building: 


Require only 10 per cent down payment, instead of 20 per 
cent on homes, costing $6,000 or less, which carry a Gov- 
ernment insured mortgage. Reduce the over-all financing 
costs, reflected in interest and insurance rates, on such 
houses. 

x * 


Provide for mortgage insurance to cover construction of 
apartments for rent and for sale. Encourage the con- 
struction of large scale rental. properties by limited divi- 


dend corporations. 
e 


Permit proposed national mortgage associations to finance 
large building projects by blanket mortgages instead of 
separate mortgages on each home unit involved. The 
RFC would make available $50,000,000 for investment in 
capital of such associations. 


first in whether construction shall 
be undertaken at all, and second in 
arriving at the scale of rentals to 
be charged. 

Institutions making loans to be 
insured by the Federal Housing Adc- 
ministration are now permitted by 
regulation 
charge up to 5 per cent and a serv- 
ice charge ot one-half of 1 per cent, 
' or a total of 542 per cent per an- 


num. 


administrative regulations 


thorize the Federal 


to make an_ interes: 


+ 


It is proposed to reduce this 
to 5 per cen: net by amending the 


As a means of further reducing 
the cost to the borrower, however, 
I would ask the Congress to au- 
Housing Ad- 
ministrator to fix the mortgage in- 
surance premium as low as one-half 
of 1 per cent on the diminishing 
balance of an insured mortgage in- 


stead of on ihe original face amount 
as now required by the act. 

Further, means of giving 
special encoulagement to the con- 
struction ol small, moderately- 
priced houses. 1 would ask the Coui- 
eress to authorize the Federal Hous- 
ing Administrator to fix the mort- 
gage insurance premium as low 4s 
one-fourth of 1 per cent on the 
diminishing balance of an insure’ 
mortgage in cases where the esti- 
mated value of the property to oe 
built does not exceed $6,000 ana 
where the mortgage is insured prior 
to July 1, 1939. 

Another change that I would asx 
the Congress to make in the exis'- 
ing legislation is to the in- 
surable limit from 80 per cent otf 
the appraise’ valuc of the property. 
as at presen’. to 90 per cent in the 
case Of loans to owner-occupan'!s 
where the appraised value of the 
property does not exceed 3$C€,000. 


FOR THE NON-HOME OWNER 
This proposal is of great impor- 
tance. -It recognizes the fact tha* 
most persons who desire to own 
homes of their own cannot make a 
first payment as large as 20 per 
cent of the purchase price. This 
is particularly true after the severe 
depression of recent years, in which 
the savings of millions of prudent 
and thrifty families were depleted. 
The fact is not generally recog- 


us a 


ra Ise 


HE PRESIDENT'S PLAN FOR HOUSING: BILLIONS FOR SMALL HOMES 


ognized by this Administration from s 


» nized that the majority of our 


urban families are not home-owners. 
In the larger cities. the proportion 
of rented dwellings runs from.60 to 
nearly 80 per cent of the total. Ac- 
cordingly, I am suggesting for your 
consideration measures designed 
especially to facilitate the construc- 
tion and financing, under the econ- 
omies of a blanket mortgage, of 
groups of houses tor rent, or for rent 
with an option to purchase. Such 
operations would afford economies 
in construction as well as in financ- 
ing, and would therefore, 1 believe, 
lead to the formation of substantial 
companies to avail themselves of the 
opportunities in this particular field. 

These same measures are also de- 
signed to encourage the construction 
of apartment buildings to be opere 
ated on a moderate scale of rentals, 
with the mortgage in any case not to 
exceed $1,000 per room. This is a 
type of apartment property particu- 
larly adapted to the requirements of 
our smaller cities. 

In the construction of large-scale 
rental properties, a small but credit- 
able beginning has already been 
made under the existing provisions 
of the National Housins, Act appli- 
cable to limited-dividend companies. 
Those provisions, however, need to 
be clarified and simplified in order 
to encourage a more extensive de- 
velopment of large rental projects in 


[Continucd on Page 10.] 
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OFFERS TWO NEW CARS 


and keeps their PRICES LOW 


Right, the Standard Tudor Sedan 


60 or 85 horsepower 


Below, the De Luxe Fordor Sedan 
85 horsepower 


THERE are two new Ford cars for 1938 — the De 
Luxe and the Standard — differing in appear- 
ance, appointments and price — but built on 
the same dependable Ford chassis. 

Both bring you the basic advantages of a 
V-type 8-cylinder power-plant. The De Luxe 
Ford has the 85-horsepower engine. The Stand- 


ard Ford provides a choice of 85 or 60 horse- 


power engines. 


STEP UP TO THE V-8 CLASS 


V-type 8-cylinder engines were used only in ex- 


> 


prices low today. 


cars, in proportion to price, represent unusual 


ard of mechanical excellence. Both bring you 


comfort and pride of ownership. 


pensive cars before Ford made them available 


in The Universal Car. Eight cylinders give great 
smoothness and flexibility. Compact V-type 


construction leaves more room for passengers 


and luggage. 


Both new cars are economical to operate. The 
Standard, with thrifty “60” engine, costs less to 


these are better cars, because Ford improve- 


BUILDING ON 1937 SUCCESS 


_ More people bought the 1937 Ford V-8 than 
any other 1937 make. It was a good car. But 


run than any other Ford car ever built. And 
both new cars are priced low. Low price, like 
economy, is a Ford tradition. Ford founded the 


low-price field 30 years ago and keeps Ford 
The De Luxe Ford costs slightly more than 
the Standard Ford, but provides more style 


with extra room in the sedan bodies. Both 


values. Both are built to the same high stand- 


ment goes on constantly. You'll realize that 


when you see and drive either 1938 Ford V-8. 


PRICES 


Sedan, $669; Fordor Sedan, $714. 


FOR CARS DELIVERED IN 
DETROIT—TAXES EXTRA 


Standard Ford V-8 (60 hp.) —Coupe, $599; 
Tudor Sedan, $644; Fordor Sedan, $689. Stand. 
ard Ford V-8 (85 hp.) — Coupe, $629; Tudor 


De Luxe Ford V-8 (85 hp. only) — Coupe, 


Convertible Sedan, $904. 
Both Standard and De 


at no extra charge. 


extra charge. 


$689; Tudor Sedan, $729; Fordor Sedan, $774; 
Convertible Coupe, $774; Club Coupe, $749; Con- 
vertible Club Coupe, $804; Phaeton, $824; 


Luxe cars come 
equipped with front and rear bumpers and 
bumper guards, spare wheel, tire and tube, tire 
lock and band, cigar lighter, twin horns, and 
headlight beam indicator on instrument panel, 


In addition, De Luxe cars are equipped with 
an extra tail light, windshield wiper, sun visor; 
also de luxe steering wheel, glove compartment 
lock and clock, and chrome wheel bands, at no 
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the New York Herald Tribune 
Our Twenty-two Billion Dollar Ride 


Cartoonist Dariing in 


What the Editors 
Are Saying About: 


1. Changes in the Tax Laws 


2. Railways and Their Rates 


3. Utility Investments 


AXES are generally blamed by the press for the 

check in recovery and a change in the tax 
structure is deemed urgent. by 70 per cent of the 
newspapers commenting. But 30 per cent argue 
that such action should not be taken w ithout care- 
ful study and say it could well go over into the next 
session of Congress. 

Immediate revision is asked by some on the 
ground that it is insistently demanded by. business 
at large which is said to need all the encourage- 
ment possible in the present juncture. 

In opposition editors write that action in haste 

may prove an additional evil; that the country will 
be well served if business 1s assured of more equi- 
table tax laws later. 


The Plight of the Railways 


ITH general agreement in the press that tne 
V railroads are in need of some form of financial 
relief. there is a marked difference of opinion in 
commenting newspapers, of which 62 per cent hold 
that the remedy is the granting of the petition 
for increased rates, and 38 per cent declare that 


“(stop 
KH 


BALANCED / 
BUDGET out 
ROAD Conc ness' 
HICHWAN 
j BLOC 


Cartoonist Duffy ir the Baltimore Sun 


Over My Dead Body! 


rates should be fixed by the railways without re- 
straint from the Government. 

To the majority, the only basis for judgment is 
acceptance of figures showing that railroad owners 
are receiving less return than that they are en- 
titled to have tor the investment of their money. 

The minority argument is that regulation, too 
strictly enforced, is a handicap to the roads, in- 
jures their public service, and prevents success in 
the face of sharp competition. 


The Future of the Utilities 


between the President and utili- 

ties leaders, looking to the establishment of 
peace, are expected by 52 per cent of commenting 
newspapers to result in conditions which will justify 
the spending of billions of dollars in extensions 
and improvements by the private power companies. 
This result is believed by 48 per cent of the press 
to be unlikely 


The nopeful attitude is heid by those who find 
in the accep:ance of Government pledges an indi- 
cation that the power interests are prepared to 
forget and jorgive. 

Doubt is expressed by other editors, who argue 
that only through Congress modification of existing 
laws will there be assurance that Government com- 
petition in the power field will cease. 

Other editors insist that expenditures already 
made by the Government for power production 
cannot readily be abandoned and constitute a threat 
to private industry, sufficiently marked to interfere 
with further private investment. 


PRESIDENT’S HOUSING PLAN: HOW EDITORS VIEW IT 


 O 


=~ comments on the President’s housing 

plan are qualified to a great degree by un- 
certainties editors find in its value as a means of 
inducing private capital to enter the construc- 
tion field. The cost of labor and the cost of ma- 
terials are the two factors, most editors fear, 
which imperil the success of the plan. 

The program in general is approved by 61 
per cent of commenting newspapers, two-thirds 
of which express confidence that reduced build- 
ing costs can be achieved by cooperation with 
labor and with material dealers. Others, who 
approve the plan without reservation, believe 
mass production methods will reduce the costs. 

In the judgment of 39 per cent of commenting 
newspapers the financial hazards are too great 
for the home builder even though the Govern- 
ment cuts the down payment in half and re- 
duces carrying charges. 

Some newspapers approve the plan on the 
ground that it is possibly the only road to in- 
creased employment in the face of industrial 
recession. Pessimistic views are expressed by 
editors who doubt that labor will consent to re- 
duced wage scales, although some argue that 
certainty of employment under such a billion- 
dollar venture should have a strong appeal. 


“It is probable,” says 


the Baltimore Sun 
MAY NOT APPEAL TO (Dem.) “that the reduc- 


PRUDENT BANKER tion in the down pay- 


ment and the cut in the carrying charges would 
appeal to many people 
groups,” adding: 

“The prudent banker will not be any more 


WHY THE PROGRAM 


willing to lend money on the strength of any. 


such change. If he is simply a gambler and does 
not especialy care what kind of houses his 
clients build or what happens to the clients after 
the houses have been built, he will probably 
have no qualms about making loans so long as 
the Government protects him.” 


“It is time to push the housing program,” 
says the Richmond News-Leader (Dem.), while 
the Ann Arbor News (Ind.) believes that “it 


in the low-income | 


BY 


Cartoonist Talburt for the Scripps-Howard Newspapers 


Chance to Better His Living Conditions 


should stimulate business.” And the Topeka 
Daily Capital states that “if that is what is 
needed to stop the recession, then no time 
should be lost in making the required changes.” 


“The problem”, as viewed by the Indianapolis 
News (Rep.), “is now in the hands of Congress 
and the question is whether it will make a new 
approach to the situation—this time from the 
standpoint of the consumer, who has been un- 
able to carry the load.” 


lower interest 


CARRYING CHARGES _ Still 

rates are advocated by 
AND THE EFFECT ON the Philadelphia . Record 
HOME BUILDING (Ind.), and that paper 
argues: 


“Are the inducements sufficient to make peo- 
ple—hundreds of thousands, not just a few— 
want to buy houses? 

“We doubt it. There will be some stimulus. 
But we do not’ believe it will be of sufficient 
magnitude to create a great housing ‘boom’ or 
be more than a tiny nudge in the direction of 
recovery.” 

“The plan, if carried out with full coopera- 


4 


+ tion, should do much to stimulate building,” 
says the St. Paul Pioneer Press (Ind.). The 
Cleveland Plain Dealer (Dem.) feels that “in 
the construction field, as in other fields of in- 
vestment, general confidence is an essential 
factor.” 


“Despite dwindling demand,” recalls the Mil- 
waukee Journal (Ind.) “the cost of building ma- 
terial did not decrease materially. As soon as 
demand built up the least bit, prices rose out 
of all proportion. Labor troubles added to the 
difficulties. 


“And everything Government has been doing 
has worked out to increase the costs of build- 
ing.” 


“The plan,” the 


opinion of the Chicago 
MERELY EXTENDED, Daily News, “will not 


INSISTS ONE CRITIC materially reduce. the 


high cost of home building—it will merely 
spread that cost over a longer period. Neither 
will it remove the other major factors that dis- 
courage home ownership. It may provide a 
temporary impetus to the building industry; 
but real recovery in that industry has always 
followed general business recovery; it has never 
led the way. 


“People build when lost confidence has been 
restored; they do not build to restore lost con- 
fidence.” 


“A spokesman for the building trades section 
of the American Federation,” it is pointed out 
by the Asheville Times, “objected to any relax- 
ing of labor’s grasp on the high hourly wage. 

“This is peculiarly unfortunate, because the 
stimulus of a building revival to other indus- 
tries is so badly needed and because labor costs 
in building are so vital to the largest success of 
the whole campaign which Mr. Roosevelt is 
launching. 


COST NOT REDUCED, 


“American labor still in many respects is 
fighting for recognition, for acceptance by in- 
dustry and the public. That helps to explain 
much in the movement otherwise not very un- 
derstandable, but it does not help solve the 
problem of cooperation by all hands for over- 


coming the current business slump.” 


LETTERS OF 


COMMENT BY READERS OF THE UNITED STATES NEWS 


TITLE REG. U.S. PAT. OFF. 


Cartoonist Elderman in the Washington Post 


How Much Does He Weigh? 


Editorial Comment, 
Pro and Con, on: 


1. Reducing State Highway Aid 


2. Control of Wall Street 


3. Proposed Farm Subsidies 


HE President’s plan to curtail Federal grants to 

States for highway building is approved by 58 

per cent of commenting newspapers, is oe 
by 42 per cent. 

In favor of the plan the chief argument is the 
need of economy in Federal expenditures if the 
national budget is to be balanced; that these high- 
way allotments afford the best field in which to 
make required savings. 


In opposition editors argue that some States 
contribute to the National Government more than 
they receive in return; that when the Federal gaso- 
line tax is considered the present arrangement be- 
tween States and the nation is not by any means 
one-sided. 


Also is advanced the argument that States have 
entered upon road programs to afford work to the 
unemployed, matching dollar for dollar with the 
Government in these programs, and that this ar- 
rangement constitutes a contract, to abrogate 
which would work hardship upon State taxpayers. 


Stock Exchange Regulation 


N ultimatum from Chairman William O. Douglas 
of the Securities and Exchange Commission to 
the New York Stock Exchange, calling for changes 
in the direction of greater private control, under 


Editor's Note: Letters of com- 
ment and suggestion are invited. 
Those not intended for publication, 
and those to which writers desire to 
have only their initials attached if 
published, should be so marked. 
Even if initials only are to be print- 
ed, letters must be signed and ad- 
dress given. 


Sees Threat in Wage-Hour Bill 

Sir:—For 23 years we have been en- 
gaged in the pecan industry having 
been one of the pioneers in this field. 
As a result of our long years of honest 
effort, we now have an annual output 
of millions of pounds of pecans and give 
employment to more than 700 persons, 
many of whom would otherwise be on re- 
lief. 

We find ourselves faced witn the pos- 
sibility of a national wage and hour law. 

If such a law 1s enacted, it will be 
impossible for us to compete with other 
machine-shelled nuts, to say nothing of 
the millions of pounds of imported nuts 
brought into this country annually in 
direct competition to the pecan. 


It would be folly for us to try to con- 
tinue to operate, facing such obstacles, 
and if the Black-Connery bill is passed, 
we shall be forced to shut down our 
business completely. S. G. SIMONS. 
Columbus, Ga. President, Southland 

Pecan Co. 
x * 


Wage Factor in High Prices 

Sir:—All economics rest on 
caused by wages and profits. 
terials, railways, etc., 
wages and profit.... 

A first essential should be to educate 
the industrial worker to the fact that 
his betterment must rest on lower prices, 
not on higher wages. Organized labor 
has done well, but at the expense ot the 
unorganized workers, not at the cost of 
capital, In spite of A. F. of L.’s steadily 
increasing wages for 30 years, capital 
has done far better during the same 
-« 

We can achieve the highest world’s 
standard of living better by lower prices 
than by higher wages for some. 
Pacoima, Calif. W. EDWARDS. 

* 


Sees Need of Better Marketing 
Sir:—Truly the objectives of the ever- 
normal granary idea for the control of 


prices 
Raw ma- 
are nothing but 


surpluses. of farm products is a most 
worthy plan. But considering past Gov- 
ernment experiences in the practical ap- 
plication of such a plan of crop control, 
a better name would seem to be “an 
ever-political granary.” . . 

We have only to recall to mind the pit- 
falls of the Federal Farm Board and the 
more recent cotton, wheat and other 
crop and livestock subsidies by the Gov- 
ernment to remind us that the function- 
ing of these measures was and is now 
largely influenced by sectional politics. 
Such ‘will inevitably be the case of any 
form of an ever-normal granary that 
may be enacted by Congress. 

Why heap favors on one type of ag- 
riculture of one particular section of the 
country by penalizing both the rural 
and urban citizenry in other geographi- 
cal sections? ... 

Not only has the entire country suf- 
fered economic losses from Government 
manipulations of a crop in a certain 
section, but both growers and communi- 
ties in areas where a particular crop 
has come under Government control 
have suffered permanent losses. The 
rapid and steady decline of the world’s 
market for American cotton is a striking 
example of the result of Government 
control. ... 

The transportation and marketing of 
any farm product largely determines 
the price paid to the farmer and the 
cost of that product to the consumer. 
It would seem that a far wiser and more 
beneficial measure for the economic 
welfare of the entire country would be 
for Congress to bend its legislative ef- 
forts toward assisting farmers in pro- 
moting better marketing facilities so 
that there may be a greater and more 
equitable distribition of farm products 
to the consumer. Here is an ever-ncr- 
mal field for real Government service. 
Dansville, N. Y. W. R. CONE. 

* 


Fears Serious Effects of Slump 

Sir:—The 1937 securities panic has 
been one of the most serious that nas 
ever happened in our history. not only 
in the actual wiping out of nearly 30 
billion dollars of corporate values but 
also because of the aftermath. 

We have never had a major panic of 
this kind which has not been followed 
sooner or later by slowing up in manu- 


facture, falling off of carloadings, stag- 
nation of wholesale and retail trade 
with many business failures, slump in 
prices of commedities, cutting down em- 
ployment, reduction of wages, fal) in 
value of the loan collateral both rea) 
and personal of banks, and in most in- 
stances lower rents for estate 
owners, inability to keep up installment 
payments, a glutted and falling real es- 
tate market, and money hoarding and 
bank runs. 

Will this come to pass this time? 
How many times can a social system, 
in the course of a few years, stand such 
events? 

It is perfectly obvious that private en- 
terprise will not, at the present time, 
make forward commitments and attempt 
new ventures, at least to the extent to 
restore or augmént the general abun- 
dance. 

The roundabout method, therefore, of 
keeping up pump-priming is almost 
fundamental unless something else is 
done. 


A broad and exacting scrutiny of the 


entire field where commitments can be _ 


made, and at once, by which private 
enterprise can be brought back to func- 
tion again, and function quickly, reveals 
probably no place so obvious as in rate 
increases for the railroads. 

KERNAN 
San Francisco, Calii. 

* 


Decadence of States’ Rights 

Sir:—Those who shouted loud and 
long, including the President, for States’ 
rights during the repeal of the 18th 
Amendment, now have forgotten all they 
ever knew about States’ rights in the 
anti-lyneching bill... . 

Why do President Roosevelt and his 
mouthpiece, Senator Wagner of New 
York, want to take all State’ rights away 
and centralize all power in the Federal 
Government? Not much democracy 
there. The South has always been able 
to take care of its own people and cope 
with every situation that has arisen 
from time to time since the days that 
tried the souls of men, and no man need 
say that he is for the South and at the 
Same time seek to take all States’ rights 
away. THORNSBERRY A. GRAY. 
Batesville, Ark. 


ROBSON. 


- rich,” 


“Chickens Come Home to Roost” 

Sir:—What this country needs is not 
a Chief Executive with a melodious 
voice, but a man of business acumen, 
with a well-balanced brain and proven 
qualifications. ... “Chickens come home 
to roost,” and the White House hen 
house will bear witness to the deplorable 
activities of political demagogues and 
those with a lust for power during the 
last five years. “Killing the goose that 
lays the golden eggs,” “soaking the 
is proving disasterous for the best 
welfare of all classes of people. “Must” 
legislation and the attempt to disrupt 
the Supreme Court are policies that will 
adorn the record of the New Deal as the 
efforts of unbalanced brains. 

ROBERT N. CARSON. 
Davenport, Iowa. 
* 


Urges Support for President 

Sir:—I do not accept made-to-order 
opinions from anyone, and while I do 
not agree with the President in many 
things, I firmly believe we can better 
employ our time than to constantly 
Knock a man‘ who is at present carrying 
a greater load than any other human 
being ever carried, and he is doing it 
better than any other human being ever 
did it; and if he could have the friend- 
Ship and support of those whom he 
picked up out of the gutter and put on 
their feet, the country would improve 
100 per cent in 10 days. 
Tucson, Ariz. DONNELLY. 

* 


Criticizes 

Sir:—I have come to the conclusion 
that President Roosevelt is a man who 
taiks very differently from what he acts 
He talks eloquently of constitutional 
government, but does not care to fol- 
low it. He talks against dictatorship. 
but keeps asking more power for him- 
self. He valks about balancing the bud- 
get, but keeps on spending billions. He 
talks in favor of civil service, but 1s 
hand-in-glove with the greatest spoils- 
man this country has ever seen in any 
Administration. He is probably sincere 
in his desire to help the “forgotten 
man,” but wishes to do it in his own 
way and receive all the credit himselt. 

RALPH G. DUVALL. 

Shelter Island Heights, N. Y. 


Cartoonist Web Brown in the Akron Beacon Journal 


He’s Still a Little Dubious 


penalty of new official regulations, is criticized by 
78 per cent of comment in newspapers as untimely, 
unwarranted, and political in character. But 22 
per cent contend that Chairman Douglas is right 
in charging that trading is controlled by a small 
group whose authority should be curtailed. 

Opposition sentiment emphasizes the belief that 
markets have been affected by Government policies, 
and that the Exchange has suffered from over- 
regulation. 

Favorable comments include the indorsement of 
the idea of giving representation to impartial ex- 
perts in the Exchange management. 


Crop Control Legislation 


RESS comment on farm legislation is based 
largely on the assumption that the theory of 
“scarcity” underlies both Senate and House meas- 
ures. Efforts at regulation in the present Congres- 
sional session are criticized by 84 per cent of come 
menting newspapers; advocated by 16 per cent. 

Advocates of such legislation contend that to 
meet adverse arguments on regimentation it has 
been agreed that the compulsory feature shall be 
put into effect only if a majority of eligible farm- 
ers sign contracts. 

There is strong opposition to any policy which 
deprives the farmer of his independence. Predic- 
tions are made that success cannot be achieved by 
ignoring the law of supply and demand. The “ever- 
normal” granary is condemned by some on this 
ground. 
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RED U. 5. ENT OFFICE . 
es ee | and I know of no greater stimulus 


to industry and employment.” 


The Commission and counsel for 
“4 + many interested parties paid close oe IF YOU WANT MORE THAN CYLINDERS 
_ heed, because of his reputation as a es 


man who knows whereof he speaks or. 
eee 


it has shown conclusively,” he said, + 

“that while the (surplus tax) law ‘John Ys Pelley A silver plaque on the wall of his - 
corrected some improper practices | sunlit office near the White House ae 
of a tew corporations, it has worked | 


Senator Harrison 


No ‘Face-saver. Believes in Spokesman for the Railroads 


Calling a ‘Spade a Spade’ 


ILITANCE, an incisive, unyield- 
ing militance, long has been as- 


sociated with the name of Senator | 


Pat Harrison in Congress. Thus 1% 
happened that the tone almost of 
meekness that he took last week, in 


advocating modification of the un- © 


distributed corporate surplus and 
capital gains taxes, cast a new light 
on his character. 


Not that che 


m@for the tax 
echanges, he used 
e@strong words 


taken in espous- 

| ing the taxes 

Senator Harrison originally had an 

humbie quality not often apparent 
in politics. 

“Experience has shown, and to me 


Me statingreasons | 


which usually or- | 
#enament his ora- | 
tory. But his as- | 
Esertion that he 
had been mis- | 


tremendous hardships on many — 
. The result has added 
confusion to the economic life of the | 


others. .. 


country, and to many of our fine 
American citizens it has been most 
disheartening and discouraging.” 


While others ‘may have been | 


thinking of “face saving,” here was 
the Chairman of the Finance Com- 
mittee calling a spade a spade. 
Looking for an explanation, some 
acquaintances concluded that a move 
independent Harrison was asserting 
himseif. 

The Mississippian has been known 


as a party man since he first en- | 


tered the House in 1911. Following 
his elevation to the Senate in 1919, 
each year has added to his reputa- 
tion as a baiter of the Republicans 
when they were “in” or as a pro- 
tagonist for Administration doc- 
trines under Roosevelt. 

Side by side he stood with his late 
friend, Senator Robinson, the Demo- 
cratic leader, in working into law 
recommendations from the White 
House which did not always square 
exactly with the orthodox southern 
viewpoint. The President recipro~ 
cated with a helping hand for his 
reelection to the Senate a year ago. 

With the passing of “Joe” Robin- 
son last summer, Harrison sought 
the floor leadership. Senator Bark- 


Fighting for Financial Lives 


T’S a long way from clerking im 
the railroad station at Anna, IIl., 
to talking in terms of a billion dol- 


| lars. When John Jeremiah Pelley 


took the clerk’s job in his home town 
at 21, he little knew what was ahead. 
“Normally the railroads are a bil- 
lion-dollar-a-year customer of 
industry,” the erstwhile clerk and 
gang foreman for the Illinois Cen- 
tral testified last week to the In- 
terstate Commerce Commission. 


president of the 
Association 
Of American Rail- 
coads, he still had 
the unassum- 
(ng, easy-to - meet 
manner which 
os made neighbors in 
4 Anna remember 
é him after he left 
John J. Pelley for broader fields. 
At 59, he was engaged in another 
contest like many he had won— 
this time to obtain higher rates to 
avert what he called a “very critical 
Situation” for the railroads. 
“With adequate revenues,” Mr. 
Pelley said, “we may reasonabl? ex- 
pect a revival of railroad buying, 


attests to his progress. From a vice- - | YOU seck the utmost in automotive luxury — if you want, for instance, to 


presiaency of the Illinois Central he 
went in 1926 to the presidency ol 
the Central of Georgia, then to head 


_ the New York, New Haven & Hart- 
_ ford, and finally to his present post 


as spokesman for railroads in gen- 
eral. 

Presented on a day in his honor 
at Anna two years ago, the plaque 
extends congratulations from “The 
Folks Back Home.” 


In the office, Mr. Pelley is known 


_ for his democracy. They say a story 
' about his arrival to take charge of 


Speaking 


the New Haven headquarters in New 
York in 1929 is typicai. ‘Hello 


| everybody!” he said, extending his 


hand to the nearest secretary. “My 
name’s Pelley. What’s yours?” 

Railroad personnel interests him 
no less than financing and operat- 
ing problems. He delegates respon- 
Sibility, once he sizes up his men, 
and expects subordinates to stand 
on their own feet. They speak of him 
as a friend. 

Outdoors, his favorite recreation is 
golf—especially when he breaks 70. 
With Mrs. Pelley and their daughter, 
Mary Jane, he enjoys a show of an 
evening. When old cronies drop in, 
he enjoys swapping yarns about 
railroading around Anna early in 
the century. 


go beyond cight cylinders, by all means go on up to a Sixteen. No twelve 
cylinder car can hope to compare with the Cadillac Sixteen in hunury — yet the 
Sixteen is actually priced in the twelve-cylinder range. Powered with Cadillac's 
great new 135-degree V- 16 engine—the new Cadillac Sixteens are endowed with 
the smoothest and most spirited performance known to motoring. Exqduisitely 
beautiful, and styled with impeccable taste—they surpass every tradition in 
comfort, convenience, and luxury. And so—if you want more than eight 


cylinders, why not get a Sixteen and have...the world’s finest mator car? 


CADILLAC MOTOR CAR DIVISION 
General Motors Sales Corporation 


ley of Kentucky, edged him out by 
one vote, a vote which some have 
said was changed by outside pres- 
sure. The contenders remain 
friendly, but there is not that re- 
lationship between them that pre- 
vailed between Robinson and Harri- 
son. | 

Even before returning for the 
special session, Senator Harrison 
indicated he was ready to think for 
himself. The stand just taken was 
accepted in Washington as a further 
demonstration of that determina- 
tion. 


imu 4 


In Monopoly, Ke Sees a Danger | , y 
the Country Must Avert | § 


RGUING against monopolies, | 
Homer 8S. Cummings declared 
last week that competition in large 
fields remains only “a shadowy re- : 


minder of conditions that once ex- | 
isted.” 
Again the Attorney General spoke 
of the Government receiving identi- _ 
cal bids on contracts for steel, meat, 
or anti-trust laws. Supply and de- 
So he told business leaders in 
It was profits accumulated by 
popular tango-rhumba band... 6:30 | beginning in 1900, he represented 


paper, cement and other materials. 
Had he wanted, he could have drawn | 
a contrast with those years in the ; 
mand, competitive bidding were the 
laws to the pioneer Cummings.’ Now, 
whatever the New Deal philosophy 
New York, accompanying the state- 
ment with a warning that otherwise 
Stronger Government supervision 
Hezekiah Cummings and augmented 
by his son, Uriah, that enabled tn¢ 
future Attorney General to complete 
: the State on the Democratic Na- 
until 3 A.M. ‘ 
. nightly, except Sun tional Committee. As its chairman, 
days ... COCKTAIL LOUNGE open from | he presided over the opening of the 
3:30 o’clock...Call CIrcle 6-1400. 


last century when his grandfather ) | KF a} D IS GC O VE R _ 
of reduced production to bolster ag- | 
might result. 
his schooling at Yale before going 
San Francisco convention in 1920. 
ROCKEFELLER CENTER ROOF 


a 
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beans or a million bushels of wheat: the more you have the other ’ 
man’s point of view, and the more you know his mind and his way 
of doing business, the smoother and easier does business run. 

The National City Bank typifies this viewpoint. It serves and 
speeds American business around the world—with a head office 
at 55 Wall Street, 73 branches in Greater New York, and 71 
branches strategically located in 23 overseas counteies. Each | 
branch is a complete banking unit in itself. Each branch offers 
to its customers, large or small, the benefit of the combined world- | 
wide experience of all the branches. | | 


inter-dependent, in which no country can stand alone. 
And in which no business can stand alone. 


The welfare of the farmer raising corn in Nebraska is not 
distinct from that of the mechanic building cars in Detroit, nor 
from that of the grocer selling butter in New York. All are 
inseparably linked. 


A DISTINGUISHED SETTING 
FOR GAY HOLIDAY PARTIES 


Featuring the return engagement of 
ALECTEMPLETON, celebrated entertainer 
at the piano...Mr. Templeton nightly 
presents a new series of his brilliant 
improvisations and amusing mimicry 
... At dinner and supper with the 
beautiful VIENNESE SINGERS...Versatile 


The price of tin in Malaysia is not of mere academic interest 
to the cotton planter in Alabama. For America must find 
countries that are willing and able to*buy cotton, wheat, shoes 
and motor cars. Just as she must find countries 
that will sell tin, rubber, silk, spices and coffee. 

And one thing business has discovered — 
whether the transaction is ten cents’ worth of 


A big bank? Yes—in its viewpoint. But a 
highly personalized bank in its service and its 
interest in your problems, May we help you in 
any way? 


with a cement business on his farm 
near the Hudson. 
Wants supply and demand to op- 
erate more freely in industry and 
“have seen the stop-look-and-listen 
sign passed too often.” (See page 8 
Dorotuy F iri 
yt satirist of the dance... prac‘ice in Stamford, Conn., he was 
Superb music by AL DONAHUE and his | attracted by politics and served 


That was before the days of trusts 
business. 
for text of address.) 
famous orchestra... EDpieE LE BARON’s | three terms as mayor. For 25 years, 


— Hezekiah Cummings — prospered 

sicultural prices, Homer Cummings _ today faces a new kind of world. A world that is 
“The American people,” he said, 

on his own. Settling down to law 
Long friendship with Franklin D. 


Roosevelt led him to support the 
then Governor of New York for the 
Democratic nomination in 1932. 
They have worked shoulder to shoul- 
der toward Administration objec- 
tives ever since, notably on the ef- 
forts to bring about changed con- 
Structions of the Constitution. 

Aged 67 himself, Mr. Cummings is 
generally understood to have been 
co-author, at least, of the ill-fated 
bill to infuse younger blood into the 
Supreme Court by enlarging the 


THE BRANCH AROUND THE CORNER CAN SERVE YOU AROUND THE WORLD 


Calmar Line 


Weekly service trom 
BALTIMORE ond PHILADELPHIA 
to 


LOS ANGELES 
SAN FRANCISCO 
OAKLAND 
ALAMEDA 


Member Federal Deposit Insurance Corporation 


RICHMOND m 
PORTLAND He contends’ that 
SEATTLE interpretations of the anti- | 
TACOMA trust laws have hampered their ad- 
Agents ministration and brought about “a 
SWAYNE & HOYT, LTD. State of confusion worse con- 
Pacific Coast founded.” 


MOORE & McCORMACE, INC. 


ast Coast 


The immediate task, as he sees it, 
is to effect “a thorough overhauling 
of these laws.” Whether the plans 
contemplate an eventual attempt to 
revive the issue of adding Justices to 
the Supreme Court is a topic of con- 


: jecture among some of his friends. ' OVERSEAS DIVISION ... BRANCHES, AFFILIATES AND CORRESPONDENTS IN EVERY COMMERCIALLY IMPORTANT CITY IN THE WORLD 


OF NEW YORK 


Calmar Steamship Corp. HEAD OFFICE: 55 Wall Street ¢ 73 Branches in Greater New York 
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OVERHAULING THE ANTI-TRUST LAWS; A WARNING TO BUSINESS 


By Homer S. Cummings, Attorney General of the United States 


Full tert of an address delivered 
before the Associated Grocery 
Manufacturers’ of America, Inc., 
in New York, Nov. 29. broadcast 
over a national network by the 
National Broadcasting Company. 


R. CHAIRMAN, Members of the 
Associated Grocery Manufac- 
turers of America: 


+ 


You have invited me to. discuss 


a subject that is highly controversial 
and beset by difficulty. What I shall 
say represents merely my .own view- 
point and grows out of my personal 
experience. A frank expression of 
opinion may, perhaps, be of some 
help in this vexing business. The 
title of this address, “The Unsolved 
Problem of Monopoly,” is a recog- 
nition at the outset that, despite 
long years of debate and contro- 
versy, a satisfactory solution has not 
been found. And yet the need of a 
remedy is increasingly insistent. 
Whatever else may be said of our 
anti-trust laws, they represent an 
honest attempt to preserve demo- 
cratic processes. With the objec- 
tives of these laws, I assume that 
few responsible persons have any 
serious quarrel. To forbid monopoly, 
to preserve free competition, to in- 
sure fair trade practices, and to pre- 
vent the price range of commodities 
from getting beyond the reach of 
the consumer, these and related 
purposes are at once worthy and of 
the efsence of democracy. Yet, man- 
ifestly, our anti-trust laws, admir- 


able in design, and, within certain | 


areas, reasonably successful, have 
failed of their major objective. They 
may have checked the growth of 
monopoly, but they have not pre- 
vented it. 


PASSING OF SMALL BUSINESS 

The trend toward an undue con- 
centration of wealth and economic 
control is unmistakable. It is @s- 
timated that in 1929, 200 non-finan- 
cial corporations controlled 49.2 ver 
cent of the assets of all such cor- 
porations. In 1933 the percentage 
had increased to 56. Reports from 
the Bureau of Internal Revenue for 
1933 indicate that nearly one-third 
of all the property passing by deatn 
was found in less than 4 per cenit 
of the estates. 

The studies made by the Brook- 
ings Institution in its 1929 report in- 
dicate that 6,000,000 families had in- 
comes of less than $1,000 annually, 
and that 36,000 families in the high- 
income brackets received as much 
of our national income as 11,000,000 
families with the lowest incomes. 

Reliable statistical information 
discloses tha: large numbers of in- 
dustrial units have totally disap- 
peared, and that there has been a 
progressive elimination of the smaili 
business man as a factor in Ameri- 
can life. 

If this is what democracy comes 
to, then we must amend our ways 
or confess judgment in the face of 
the world. And, let me add, thac 
unless we destroy monopoly, mo- 
nopoly will find ways to destroy most 
of our reforms and, in the end, 
lower the standards of our common 
life. 

Competition, as a restraining in- 
fluence, is being gradually displaced 
and, in large areas, remains only as 
a shadowy remainder of conditions 
that once existed. 


WHEN BIDS ARE IDENTICAL 

Its illusory nature is well illus- 
trated by the futile attempt upon 
the part of the Government itself to 
obtain competitive bids in a wide 
range of materials. The law re- 
quires the submission of sealed of- 
fers pursuant to detailed instruc- 
tions duly advertised, and awards 
the contract to the lowest responsi- 
ble bidder. These offers. are han- 
died with the utmost care and im- 
partiality. Finally the critical-mo- 
ment arrives and the bids are op- 
ened. They are found to be identical. 
The whole proceeding degenerates 
into a farce. 


time to consider the iegal aspects of + 


this situation. I reserve such discus- 
sion for another time and place. 
My purpose is to call attention to 
the fact: and to ask you, wnat has 


become of competition in the sense | 


in which it is generally used? 

No one can claim, I suppose, that 
these identical bids were the result 
of identical costs of production, or 
the result of calculations based up- 
on independent estimates. 

Whether they were the result of 
round-table conferences or more 
subtle devices which it is claimed 
defy prosecution, the result is the 
same. If such a result can be at- 
tained within the law then our pro- 
hibitions relative to collusion are 
aimed at methods and not at re- 
sults; and yet results are the things 
with which we. as a people, are 
chiefly concerned. 


A JUDICIAL PARADOX 


If a result harmful to the public 
may not lawfully be achieved by one 
method while the same result may 
be reached by other means held to 
be legal, we are confronted by a ju- 
dicial paradox difficult to resolve. 
Manifestly, private action which sets 
in motion a chain of circumstances 
producing frozen price levels is, from 
the standpoint of public interest, as 
offensive as arbitrary price fixing by 
a private monopoly. 

No matter what mechanism the 
government—federal, state, or local 
—may set up to assure price com- 
petition in public buying, it may, 
with reference to a large range of 
materials, be compietely set at 
naught by ingenious devices of con- 


trol which, it is contended, have not | 


yet been brought clearly within the 
purview of our law. 


THE ANTI-TRUST LAWS 


Moreover, the complexities of 
modern existence and the pressure 
of events have undoubtedly had 
their effect upon the anti-trust laws, 
their interpretation,’ and their ad- 
ministration. If you look at th2 
Statutes, do you find the law? Not 
at all. Only the simple expect %o 
find the law in the statute books. 
The law must be searched out, as 
if it were a quarry in the tangled 
underbrush of an almost impenetra- 
ble forest. The courts have inter- 
preted and reinterpreted the law 
and have, from time to time, laid 


' down doctrines of a modifying and | 


‘like the Wagner 


Not so long ago, the Denver office | 


of the Bureau of Reclamation re- 
ceived 17 bids for reinforcement bars. 
Of these bids, 
the last cent. When the Navy De- 
partment opened 59 bids for steel 
pipe. each and every one of the 59 
companies bid precisely $16,001.83. 

In one instance, in purchasing ce- 
ment, 40 companies bid each pre- 
Cisely $17,148.60. 
Same experience has recurred in bids 
for paper, rubber, meat, rope, office 
Supplies, cans, chemicals, medical 
Supplies, plumbing. explosives, and 
other materials without end. 

It would not be appropriate at this 
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Friends About 


The United 
States News 


14 were identical to | 


Substantially this | 


| 


even self-contradictory nature. It 
is a case of “confusion worse cor- 
founded.” 

When the Sherman Anti-Trust 
Act came before the Supreme Cou! 
in 1895 in the famous Knight case, 
it was held that the sugar refining 
business of the country “bore no 
direct relation to commerce be- 
tween the States or with foreign 
nations.” It is hardly to be doubted 
that this decision devitalized the 
Sherman Anti-Trust Act to a 
marked extent, and for many years 
thereafter monopolistic practices 
went forward under judicial sanc- 
tion. We have come a long way 
since that time, as you may readily 
see by comnaring the reasoning in 
the Knight case with the reasoning 
of Chief Justice Hughes in the Jones 
& Laughlin case. 

Congress, after 24 years of experi- 
ence with the Sherman Act and its 
judicial interpretations, passed the 
Clayton Act and set up the Federal 
Trade Commission. Following 20 
years of experience with this form 
of procedure, we came to the period 
of the National Recovery Adminis- 
tration, the establishment of which 
was due, in part at least, to the 
relative inadequacy of the anti-trust 
laws. Its period of existence was, 
however, so brief that it is impossi- 
ble to say what the ultimate effects 
would have been had it not been 
declared unconstitutional. 

The Robinson-Patman Act, the 
Miller-Tydings bill, and enactments 
Labor Relations 
Law, the Walsh-Healy Act, and the 
Guffey Coal Bill, affect business 
mehods in many essential ways, 
with resultants we have not yet fully 
appraised. In the meantime various 


decisions have been rendered by our | 


courts which have tended to curb 
the power of the Federal Trade 
Commission and limit the scope of 
its useful activity. All these con- 
siderations lead to suggestions to 
which I shall, later on, refer. 


ENFORCEMENT OF THE LAW 


Despite the difficulties and uncer- 
tainties to which I have alluded, 
there still remains an extensive area 
within which anti-trust proceedings, 
even under existing laws and proce- 
dure, may be highly fruitful. This 
we have demonstrated by many suc- 
cessful actions dealing with such 
matters as unfair methods of com- 
petition, harmful restraints of trade, 
and ruthless suppression of. smal] 
business by unethical methods. 

In fact, this Administration, dur- 
ing the four and one-half years of 
its existence, has instituted more 
anti-trust suits than were com- 
menced in any comparable period 
theretofore. Necessarily, we in the 


Department of Justice take the law | 


HOMER S. CUMMINGS 


—Wide World 


+ whether the so-called 


as we find it and entorce it to the 
utmost of our ability and rescurces. 
This is our plain and inescapavie 
duty. This we have done, and this 
we will continue to do. 

Nevertheless, it ‘is literally im- 
possible, with the limited personnel 
of the Anti-trust Division, to give at- 
tention to every complaint or to 
prosecute all the cases that ought 
to be brought to the attention of the 
courts. Roughly speaking, it costs 
the Government nct less than $100,- 
000 per year to prosecute one sharply 
contested anti-trust suit. Under the 
conditions that now prevail, it is 


only by working under extreme pres- _ 


sure that we are able to investigate 
the most urgent of current com- 
plaints and keep three or four large 
cases moving simultaneously. 

Moreover, the Department of Jus- 
tice should be supplied with a staff 
especially qualified for economic 
analysis. Practically all of the diffi- 
cult anti-trust cases involve intricate 
economic and business problems, 
Manifestly, no suit against an Ameri- 
can enterprise should be instituted 
without the most careful preliminary 
investigation. No responsible perscn 
would desire the Department to file 
suits on popular rumor and _ sus- 
picion, without adequate check cr 
preparation and without an eye to 
ultimate results. 

My proposition is that the Anti- 
Trust Division of the Department of 
Justice snovid Be more adequately 
impiemented. Laws do not operate 
in vacuo. They do not achieve their 
results automatically. There must 
be behind them the driving force 
of the Covernment. 

It is idle te pass new laws or to 
revise old ones without realizinz 
that their administration is fully as 
important as their formulation; and 
that wo enact ambitious laws and 
not to provide the means of their 
enforcement is to “keep the word of 
promise to our ear and break it to 
our hope.” 

In what I have said it has. been 
my primary purpose to state a prob- 
lem, to indicate roughly its outlines, 
and to stress its importance. Mani- 
festly we have built up a body of 
law that is at once difficult to un- 
derstand and well-nigh impossible 
of practical application in many ct 
the urgent situations of modern 
times. A thorough over-hauling of 
these laws is imperatively required. 

This is necessary, not only from 
the standpoint of the Government 
and the public, but from the stand- 
point of business as well. 

Naturally, I deprecate a _ slap- 
dash approach to the subject. In 
my judgment, there should not only 
be serious study, but extensive hear- 


ings, so that every interested element 


of our national life may be repre- 
serited and so that it may not be 


contended that any legitimate con- 


siderations have been ignored. 

Adequate consideration ‘of the 
matter must of necessity cover a 
wide ranee of inquiry which should 
touch such subjects as mergers, 
holding companies, financial con- 
trol, Federal incorporation or li- 
censing, base-point bidding, price 
leaders, identical bids, patents and 
taxation. It should run the whole 
gamut of our national life. 


THE QUESTION OF INTENT 
Competing considerations should 
be given their appropriate weight so 
that the resultant may gain general 
respect, for there is nothing in the 
world more futile than to enact 
laws which public opinion and the 
courts are not prepared to support. 
We should determine how far 


wrongful intent is to be considered 
when actual restraint 
shown 


as a crit 


of 


trade 


erion 


has 


been 


and 


son” requires’ re-definition. We 
should consider whether we are 
chiefly concerned with the form of 
competitive practices, or whether 
the accent is to be placed on the 
control of the supply and price of 
the product with the resulting mas- 
tery of the market. 

A sinister intent is difficult to es- 


“rule of rea- + 


tablish, whereas an economic result | 


stares one in the face. The estab- 
lishment of rebuttable presumptions, 
wihin reasonable limits, would tend 
to relieve the Government of many 
almost insupportable burdens in the 
matter of affirmative proof that now 
has to be drawn from reluctant or 
adverse witnesses. 


Monopolistic practices could un- 
doubtedly be more clearly defined. 
This would be helpful in the interest 
of enforcement, and would be a pro- 
tection to those who honestly en- 
deavor to comply with the law. 
Consideration might well be given to 
an increase in the authority of the 
Federal Trade Commission as an 
advisory body. ~ 


NEED OF CLARIFICATION 


No doubt, in rewriting the anti- 
trust laws, though should be devoted 
not only to strengthening them and 
making them more intelligible, but 
attention should also be given to pro- 
viding protection and encourage- 
ment to legitimate efforts of en- 
lightened business men to increase 
production and employment, to im- 
prove working conditions, to elimi- 
nate waste, to provide more effec- 
tive methods of distribution, and to 
supply better services to consumers 
and to the public. 


Nor should be overlook the fact 
that recalitrant munority groups 
may, by ill-considered methods, im- 
pair or destroy the orderly conduct 
of business, with incidental injury 
to labor and to the public. The 
word “chiseller” has in modern times 
come to have a very definite mean- 
ing. 

In short, ine anti-trust laws need 
clarification and restatement. They 
need to be adapted to our modern 
problems more realistically and in- 
telligently, and they need behind 
them the drive of adequately 
financed enforcement machinery. 
Do not for a moment imagine that 
this is solely the Government’s busi- 
ness. It is the problem of all of 
our people, and that includes every 
element of American life. 


GOVERNMENT CONTROL? 

It must not be forgotten that we 
have found it necessary to set up 
an Interstate Commerce Commis- 
sion to deal with railroads and 
other means of _ transportation. 
What has occurred in the utility 
field you are, of course, well aware. 
These developments were the direc’ 
result ef inaefensible practices thai 
the average man deeply resented. 
The American people will not per- 
manently tcierate monopoly or its 
evil fruits. Every business group 
understands this full well, and, 
indeed, those who maintain condi- 
tions that are tantamount to mo- 
nopoly are opposed to every monop- 
oly except their own. 

Complaints under the anti-trust 
laws usually originate with business 
men and are directed against other 
business men. In this welter of 


+ 


things, nothing is more obvious than 
the fact that big business, if I may 
use that term, is moving blindly 
but with accumulating acceleration 
down the road leading to ultimate 
Government supervision. 

Indeed, there are those who are 
persuaded that economic groups 
that in one way or another have 
arrived at a position of dominance 
in any essential line of activity are 
likely candidates for regulatory 
treatment—and that this is especi- 
ally true with reference to so-called 
natural monopolies or lines of busi- 
ness dealing with national resources. 

The problem has been so long with 
us that unless it is frankly consid- 
ered and firmly grasped, it will get 
quite beyond control and lead to 
remedies of a character that few 
really desire. 

The American people have a deep 
and abiding faith in democratic 
processes. They have seen the stop- 
look-and-listen sign passed all too 
often; but while their patience en- 
dures every possible effort should be 
made to solve the problem within 
the terms of our political and eco- 
nomic ideals. Personally, I adhere to 
the faith that these difficult matters 
can be dealt with within the frame- 
work of our customary processes. 

The very fact that this subject is 
being seriously considered by such a 
group as the one I see before me is 
a source of deep satisfaction and en- 
couragement. Fundamentally, all 
our people want to do the right 
thing. With courage and good will, 
and in a spirit of frank cooperation, 
that excludes no helpful element of 
our national life, we may undertake 
our task with confidence. 
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“DURABLE GOODS" 


Classifying copper and its alloys as “Durable Goods” is particu- 


larly apt. The service record of these metals in the building field 


testifies to their longevity and economy, and justifies the wisdom 


of their expanding use. For instance, water pipes of brass and 


copper were little used in building prior to 1920, but their popularity 


quickly spread. The 1929 high in shipments of brass and copper 


pipe was exceeded in 1936 by more than 20%. And 1937 shipments 
are running far ahead of 1936 ...e. although the heralded 


“building boom” 


is yet to come, 


But in the present resurgence of home building, copper is also in 


demand for permanent roofing, gutters, leaders, flashings: bronze 


for screens and windows; Everdur”™ silicon-bronze for water tanks: 


copper for wiring to energize all those appliances which make 


the home more liveable; and copper in air conditioning, too, and 


refrigerators ....and radios.... 


Anaconda engineers are steadily at work, not only to increase 


the utility of copper in building and furnishing the home, but to 


make its advantages more widely available to the small home. 


* Trade Mark Reg. U. S. Pat. Off. 


ANAC 


CON DA 


from mine to consumer 


, 


REGUS 


23 BROADWAY 


Par OFF 


new YORK 


| 
| 
j 
“SS: | 
| | 
| | | 
RRR 
| | | 
| | 
| 
| 
| 
| } rT | Trt | 4 > 
| | \ | 
| | || 
| | | | Wit 
\ 
‘ 
| 
| ak 
| | J | | \ 
| of NE 
al Py Nai 
| | L 
7 
A 
| | A 
| 
/ 
| 
| 
| | 
} 
| | | 
| 
| 
| 
| 
\ 
| 
| | \ 
| 
\ 
| | \ 
\ 
\ 
| \ 
\ 
| 
| 
! 
4 
| 
4 


December 6, 1937 


The United States News 


— 


Question the Week: 


Through its Counsel, 

George S. Leisure, of Donovan, 
Leisure, Newton & Lumbard, 
Washington, D. C., 


answers: 


N A recent address the Attorney 


General of the United States 
spoke on “The Unsolved Problem of 
Monopoly”. In speaking of competi- 
tion as a restraining influence on 
monopoly, he said “It’s illusory na- 
ture is well illustrated by the futile 
attempt on the part of the Govern- 
ment itself to obtain competitive 
bids in a wide range of materials.” 
He then referred to several in- 
Stances of identical bids on various 
products, but he did not explain 
whether these instances occurred 
during the life of the National In- 
dustrial Recovery Act. 
date of the bids is important to one 
who would inquire into the reason 
for the identical prices. 


LESSON FROM THE NRA 

During the NRA period the codes 
of more than 100 industries had so- 
called open price provisions. There 
were many variations in these pro- 
visions, but#@generally speaking, an 
open price plan under the NRA re- 
quired each member of the industry 
to file his prices and all of the ap- 
plicable terms and conditions of 
sale. When such prices were filed, 
they then became public. 

Under the typical open price plan 
the industry member was required 
to sell his products only in accord- 
ance with the prices, terms and con- 
ditions of sale which he had filed, 
with the exception that he might 
meet the prices, terms and condi- 
tions of sale filed by a competitor. 

Furthermore many of these NRA 
open price plans contained a so- 
called waiting period, in accordance 
with’ which the industry member 
was required to announce? his prices 
five or ten days before they became 
effective. 


RESULTS OF OPEN-PRICE PLANS 
It can readily be seen that—dur- 

ing the NRA period—many identi- 

cal prices were the 


The opening | 


+ 


The Cement Institute 


' explained. 


study anti-trust laws as to their 

adequacy, their enforcement, 

and the desirability of amend- 
ment, extension and clarifica- 
tion.” 

Apparently the Attorney General 
recognizes that mere identity of 
prices is not sufficient evidence to 
show a Violation of the anti-trust 
laws. 


No general explanation of identi- | 


cal prices can be given for all prod- 
ucts or for all periods of time, be- 
cause each case must be judged on 
its own set of facts. An open-price 
plan has been suggested as one rea- 
son why there have been identical 
prices. Since NRA there is some 
dispute among lawyers about the 
legality of an open-priee plan. Many 
believe, however, that it is possible 
to operate a properly devised open- 
price plan and to operate it within 
the limits of the present law. 
There are other ways, however, 
in which identical prices may be 
For example, market 
prices may have become established 
by past trading and, if all bidders 
quote the market price, the result 
is that all quotations are identical. 


MEETING COMPETITION 


able, 


If the competitive facts are avail- 
then it is possible to meet 


competition and this is what many 


bidders attempt to do in spite of 
differences in costs due to freight 
rates, different wages and other cost 
variations. Generally speaking, 
business is not operated upon a cost 
basis. One seller’s price is deter- 
mined not.so much by ais own cost 


' as by his competitor’ selling price. 


Each bidder attempts to compute his 
own costs for the purpose of decid- 
ing whether he can affcrd to meet 


competition or whether he must 


inevitable re- | 


sult of the open price pian of the — 


code, which was binding upon the 
bidder. This is apparent because 
all of the competitive facts were 
public and gave each member full 
knowledge of the competition he 
had to meet. Knowing the lowest 


price, all members of the industry | 
were permitted to bid an identical | 


Metal Window 


of the industry were wvermitted to | 


price. In other words, ali members 
meet the competition of the lowest 
bidder and they had full knowledge 
of this competition. 


} 
| 


stay out of the market. 

When identical bids result througn 
the process of meeting competition, 
then :t can not be said that there 
is no competition. At least in some 
cases, identical prices are the result 


| 


TITLE REGISTERED U. S. PATENT OFFICE 


TTORNEY GENERAL HOMER 5S. CUMMINGS, 


speech at New York (reported on opposite page), declared 


Government agencies, in opening sealed proposals for furnish- 
ing supplies, have found many identical bids from competing 


manufacturers. 


How did such precisely similar bidding occur? 
That is the Question of the 
To secure authoritative information, The United States News 


explanation from industry? 


addressed to representatives of various industries the following 


inquiries: 


Can you explain why workings of industrial price 
posting system can permit identical bids to be 


What is the 
eek. 


made on wide variety of products despite differ- 


ences in costs due to freight rates, 


| 
different | 
| 


wages, differing localities, and other differentials? 


Answers received in reply to this question are presented 


herewith, 


of competition and they signify that | 


the competitive forces have already 
operated completely. 


I agree with the suggestion of the | 


Attorney General that we should 
have a calm and thorough and im- 
partial survey of the whole busi- 
ness problem in order that we may, 
if necessary, rewrite the anti-trust 
laws upon the basis of a clearly-de- 
fined policy which gives considera- 
tion to all interests without undue 


harassment of business. 


Institute 


Whether or not one believes that ' 


open price plans are economically 
feasible or legally proper, the fact is 
that a great many of them were op- 
erating during the NRA period with 
Government approval, and that the 
inevitable result was identical prices. 


THE ANTI-TRUST LAWS 
Apparently the Attorney General 
had this situation in mind when he 
wrote a letter to the President of 
the United States on April 26, 1937, 
wherein he explained why the De- 
partment of Justice had not iuasti- 
tuted any proceedings against the 
steel industry for alleged collusion in 
maintaining prices. He referred to 
the history of our anti-trust laws, 
apparently to indicate the changes 
which have occurred in Government 
policy, and he concluded with the 
following recommendation: 
“IT therefore recommend that 
there be set up a committee to 


By its Commissioner, R. H. Sartor, 
Washington, D. C., 


answers: 


E ARE pleased to submit this 
statement in respect to the sub- 


ject of identical bids. This pre- 


sents the matter from the stand- 
point of the steel window industry 
| but conditions in other building ma- 


_ terial industries are generally paral- 


lel. 


Identical bids for steel windows 
might occur at any time inasmuch 
as Standardization of steel window 
types and sizes is founded on the 
compilation and use of a Gross Price 
List resulting in mass production 
methods of the more popular types 
whether carried in stock or capable 
of production from bars already cut 


_ to length and notched as required 


for assembly. 
Witn the advent of standardiza- 


The Relief Problem In San Francisco 


T°? SOUND the sentiment in all 

sections of the country on 
what, if any, changes should be 
made in Federal relief -policies 
THE UNITED STATES News ad- 
dressed such a Question of the 
Week to the mayors of the major 
cities and responses from them 
were presented in the issues of 
Nov. 15, Nov. 22, and Nov. 29. 
A communication received since 
from Dr. J. P. Gray, director, de- 
partment of public welfare, San 
Francisco, is presented here- 
with: 

(1) There is no essential change in 
the complete picture of the pres- 
ent relief situation as compared 
With that which existed one year 
ago 

(2) There has been no wholesale 
diminution of relief needs in San 
Francisco as a result of industrial 
reemployment. 

(3) San Francisco, at the presen: 
time, including contributions to 
WPA, has a budget for direct re- 
lief and work relief of approxi 
mately $1,500,000 per year. This 
coustitutes but a small portion vt 
the total cost and the case load 1s 
approximately one-tenth of the 
total if the total includes WPA. 


State Relief Administration of 
San Francisco (the employable 
unemployed), and our own (the 
unemployable unemployed.) 


The changes that Mayor Rossi and 
the Public Welfare Commission of 
San Francisco recommended at the 
United States Conference of Mayors 
include the following points: 

(a) Continuation of a Federal work 
program. 

(ob) Continued Federal approval ot 
work projects of direct benefit to the 
needy. 

(c) Greater flexibility in the trans- 
fer of cases from direct relief (SRA) 
to work relief (WPA) that WPA 
workers will be willing to take pri- 
vate employment even of short du- 
ration. 

(d) The closest possible coopera- 
tion between WPA and the State 
Employment Census. 

(e) 


permit local planning with a mini- 


mum of changes, interruptions, and | 


delays 


Establishment of permanent 


locai and State organizations for | 


public welfare administration to 
avoid duplication and to secure co- 


| Ordination of effort. 


tion it became virtually impossible | 
to procure | 


for any manufacturer 
from general contractors who form 
a majority of the purchasers of 
Steel windows any price differential 
based on claims of product superi- 
ority. Consequently, even before the 
N. R. A. Code of Fair Competition 
it was customary for manufacturers 
to publish individual discounts 
against the Gross Price List afford- 
ing a deiivered price for the more 
highly standardized windows, known 
as “commodity products.” 

With stocks located at strategic 
points tor the convenience of the 
customer, it is often impossible to 
know from which point products 


can be shipped until an order has | 
been received. Freight absorption | 
therefore, be- | 


by the manufacturers, 
come a commercial necessity in or- 
der to offer the buyers a firm price, 
and tnis practice antédates the 
N. R. A. Code and any form of as- 
sociation activity and is a matter of 
individual company policy. 


We do not feel that 
ences Of unfair practice should be 
drawn from identical bids when and 
if they occur as a result o! the fore- 
going pclicies and practices. 

‘And certainly there is no detri- 
ment to the public inasmuch as 
these very policies and practices 
have .ed tc a steady reduction in the 
price .evel of metal window prod- 
ucts. In fact, the field of competi- 
tion has been greatly enlarged since 
metal. windows, formeily handi- 
capped in competition with wood 
windows because of their relatively 
higher cost, now freely compete with 
and consequently undersell the wood 
product in standard types and sizes. 

Moreover, contributing factors to 
price stubility in steel windows and 


all other standardized products are | 
(1) the competition existing among’ | 


buyers, each demanding as good 
price as is offered his competitors 
and (2) Federal legislation prohibit- 
ing price discrimination as between 
competing buyers. 


any infer- | 


*"Domestic 


ina |i 


Engineering. 
Of Chicago, through 
O. T. Carson, Editor, 


answers: 


T HAS come to our attention that 
bids made to Government agen- 


cies are considerably lower than bids © 


made to contractors and private per- 
sons, and that, in most instances, 
government. buying is on a price 
basis lower than that available to 
others. 


This has been made possible, re- 
gardless of the Robinson-Patman 
Anti- Price Discrimination Act, 
through prevalent opinion, 
Which holds that the Government is 
not in competition and the better 
price it receives does not constitute 
a discrimination. 


While Domestic Engineering Mag- 
azine does not quote prices, our ob- 
servations and information indicate 
that it is highly imprabable that 
plumbing bids from different sources 
of supply would be the same in the 
dollars column, let alone the cents 
figures. The only possibility for such 
a coincidence in our field might be 
in rare instances when desire to 
quote to government cheaply might 
prompt bidder to disregard special 
costs. This might bring bidders’ fig- 
ures down to published base prices. 

Our experience, supported by lead- 
ing manufacturing authorities in 
our industry, is that bids opened by 
Government procurement divisions 
have wide variations. 


In face of widespread talk of high 
construction prices, it is important 
to emphasize that United States 
Department of Labor figures show 
plumbing and heating prices are 
more than 21 per cent below 1926 
prices and more than 16 per cent 
below 1929 prices. These prices are 
from comparable products despite 
their outstanding improvements. 


For twelve years plumbing 
heating materials. have been im- 
proved steadily in reliability, dura- 
bility and beauty, yet the present 
price is 3.4 per cent below the av- 
age for these twelve years. Price 


of certain staple kinds of boilers | 


have declined 53 per cent in the 
last twelve years while radiator 
prices have dropped nearly 50°,. 


Seventeen years ago the choice of | 


the home owner was limited to the 
round boiler burning only solid fuels. 
Today there is a special high effi- 


and # ciency 


closet 


HOW DOES INDUSTRIAL PRICE-POSTING SYSTEM 4. 


PERMIT THE SUBMISSION OF IDENTICAL BIDS? 


boiler available for every 
type of fuel, not to mention thor- 
oughly insulated jackets, streame 
lined design and colorful appear- 
ance. 

Further, an average bathroom 
combination consisting ot tub, water 
and lavatory today is 26.5 per 
cent lower in price than in 1926 ree 
gardfess of the better product in- 
volved. 

In other words, the plumbing and 
heating industry today is offering 


' a better product at a lower price. 


AS DISTINCTIVE 
INSIDE AS OUT 


THAT’S THE 


AMERICA'S MOST POPULAR TRAIN 


Read down Union Station Read up 
1.00 pm Ly. . Chicago . Ar. 7:30 pm 
2:\7 pm lv. Milwaukee Ar. 6:10 pm 
7:30 pm Ar. . St. Paul . lv. 1:00 pm 
8:00 pm Ar. Minneapolis Lv. 12:30 pm 


NOTHING FASTER ON RAILS 
Geo. B. Haynes 
Passenger Traffic Manager 
The Milwaukee Road 
Union Station, Chicago, Ill. 
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More uniform and suitable | 


WPA procedures and regulations to | 


Check Chevrolet's 


low gas consumption-- 


yCheck Chevrolet's low oil consumption 


-yCheck Chevrolet's low upkeep costs 


-yThen check the many exclusive features 


_of THE CAR THAT IS VOMPLETE and youll know. 


AHEAD with CHEVROLE 


‘ 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
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ale 


Highway Fund 
A Blow 
Memsaratcy + 


Effect on aid for jobless. Pros- 
pective battle over program. 


TATE provisions for relief of the 

unemployed are destined to re- 
ceive a setback should the Presi- 
dent’s suggestion for a reduction of 
$113.000.000 a year in federal appro- 
priations for highways be accepted 
by Congress. 

Many States depend largely upon 
this highway work, the cost of which 
is matched, dollar for dollar, by the 


\ 


\ 
Economy : 


to Relief Plans 


States, for success in their efforts to 
take up the slack in unemployment. 

That the suggestion is not accept- 
able at present in Congress is indi- 
cated by the opposition voiced by 
party leaders in both Houses. Said 
Representative Cartwright (Dem.), 
of Oklahoma, chairman of the House 
Committee on Roads, which 
consider the President’s recom- 
mendations: 


“If President Roosevelt wishes to 
balance the budget and will reduce 
everything in proportion to roads, 
that is one thing. But to take it all 
out of roads is something else 
again.” 


Said Senator Hayden (Dem.), of 


Mr. Roosevelt's 


Full tert of the President's mes- 
sage to Congress on reducing 
annual Federal-aid highway ap- 
propriations follows: 


Y the Act of June 16, 1936, the 

Congress authorized appropria- 
tions totaling $216.500,000 for eacn 
of the fiscal vears 1938 and 1939, for 
Federal-aid highways, secondary 9°: 
feeder roads. elimination of grade 
crossings, forest highways, roads ana 
trails, and highways across publiv 
Jands, to be administered by the 
Department of Agriculture. 

This Act also authorized appropri- 
ations totaling $21,500,000 for each 
of the fiscal years 1938 and 1939, for 
roads and trails within national 
parks, for parkways to give access to 
national parks and form connecting 
sections of a national parkway plan, 
and for Indian reservation roads, *9 
be administered by the Department 
of the Interior. 

Under the first category there has 
been appropriated to date on ac- 
count of the authorizations for the 
fiscal year 1938 a total of $24.500.000 
and under the second category a 
total of $13,500,000, or a grand total 
of $38,000,000, leaving $200,000.000 
Still to be appropriated for that fis- 
cal year. 

To meet obligations under this 
$200.000.000 of outstanding authori- 
zations, I propose to include an es- 
timate vf appropriations of approxi- 
mately $100.000,000 in the budget for 
the fiscal year of 1939, with the bal- 
ance to be provided for 1940. This 
takes care of the authorizations for 
the fiscal year 1938 and leaves for 
cons:deration the authorizations of 
$238.060,000 for the fiscal year 1939. 


REDUCTION IS URGED 

In view of the large amounts 
which have been contributed by the 
Fedeial Government, particularly 
during the past five years, for the 
construction of public roads, and 
because of the necessity for taking 
definite steps to reduce expenditures 
for the purpose of securing a bal- 
anced budget, I recommend that the 
Congress adopt the following poli- 
cies: 

1. Provide for the cancellation 
of the 1939 authorizatious prior 
to January 1, 1938, by which date 
the Secretary of Agriculture is 
required to apportion to the 
various States $214,000.000 of 
Such authorizations. 

2. Limit to not more than 
$125 009,000 per annum all public 
roads authorizations for the fis- 
cal year 1940 and for each of 
the next few succeeding years. 
Since the enactment of the first 

Federal-Aid Highway Act in 1916 
there has. been appropriated for pub- 
lic highways, including allotments 
from emergency appropriations, 
more than $3,100.000,000, of whica 
am.Junt $1,490,000.000 has been made 
available during the last five years. 
This annual average for the past 
five years of $298.000,000 contrasts 
With an annual average of less than 
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ARIZONA 
CALIFORNIA 


Visit the land of the sun—the healthful 


Southwest. Go the direct low-altitude | 


routefrom Chicago. Three fine trains daily. 

Golden State Limited—De luxe, All- 

Pullman, luxury train. Observation, club- 

lounge cars—valet—barber—maid—bath. 

Apache — 
lounge car; Standard and tourist Pull- 
mans; chair cars. 

Californian —Economy-Luxury train with 

tourist Pullman and de luxe chair cars, 

Car for women and children — stewardess- 

nurse service—economy meals. 

Also through service daily from St. Louis, 

Minneapolis-St. Paul and Memphis. 

Low Winter Fares — Ask for details. 


Rock 
Island 723 La Salle St. Station 
Chicago, 


Knute of th Rackets 


W.J.LEAHY 
Passenger Traffic Manager 
Rock Island Lines 


Compartment, drawing room- 


Views on Roads 


$100,000,000 for the five-year period 
preceding the depression. 

There is another provision of the 
exis"ing law relating to public roads 
which should receive consideration 
in this connection. The Secretary of 
Agriculture is required to apportion 
to the States the annual amount au- 
thorized for appropriation, and to 
approve projects of proposed State 
expenditures thereunder which shall 
constitute contractual obligations of 
the Federal Government regardless 
of the availability of appronvriations 
for their payment and of the fiscal 
outlook of the Treasury. 

This mandatory provision com- 
pletely ties the hands of the Execu- 
tive as to the amount of road funds 
to be included in the budget for any 
fiscal year. 

While I do not object to the ap- 
portionment among the _ States 
of such amounts as may be author- 
ized for appropriation, | do mos: 
strenuously object to the mandatory 
incurrence of obligations by the 
Federal Government under such ap- 
portionments without rezgard to its 
ability to finance them from its 
revenues. 

I, therefore, recommend that the 
Congress take the necessary action 
permanently to eliminate this pro- 
vision of our public roads iaw. 


FRANKLIN D. ROOSEVELT. 


The White House, 
Nov. 27, 1937. 


will | 


Arizona: “We have established a 
contract with the States to match 
funds they raise. ... It seems to 
me that Congress must refuse to re- 
pudiate the contract. 

Senator McCarran (Dem.), of 
Nevada Senator Ashurst 
(Dem.), of Arizona, agreeing with 
their colleague, said many of the 
States in pursuance of the Federal 
Act have already complied with their 
part of the obligation to match the 
federal road building funds. 


BILLIONS ALREADY SPENT 


The President’s recommendations 
were made, his message said, in view 
of the large Federal contributions 
to highways in the last five years 
and because “of the necessity of 
taking definite steps to reduce ex- 
penditures to secure a balanced 
budget.” 

Since the Highway Acct came into 
effec: in 1916, the message pointed 
out, $3,100,000,000 has been appropri- 
ated, of which about half was in 
the last five years. The last five- 
year average has been $298,000,000, 
compared with an annua) average 
of $100,000,000 for the five-year pe- 
riod just before the depression, 

Congress in its stand against such 
drastic reduction will be supported 
by strong interests, including state 
Officials, contractors and material 
men who are beneficiaries of Fed- 
eral road money. Little criticism has 
risen to the surface in recent years 
against highway expenditures and 


ing. 
A ROAD “INVENTORY” 

Prospect of curtailment of joint 
Federal-state highway work may 
affect seriously a general survey now 
being made under the guidance «i 
the Bureau of Public Roads, de- 
signed to afford a guide to every 
mile of public road in the United 
States and to afford a hasis for 
charting future developments. 

The surveys have been in progress 
now tor two years, Michigan, Ohio 
2nd Pennsylvania starting the work 
in the fall of 1935. All States now 
are making such surveys except 
Delaware, Mississippi and New York. 

Th2 immediate reason for the 
surveys i€ to plot the nation’s sec- 
ondary or “feeder” roads—their con- 
dition, comparative use and relative 
importanée. Primary highways 
and city streets will also be included. 


December 6, 1937 
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NEW ZEALAND 


AUSTRALIA 


LOW ROUND TRIPS 
$393 up—Cabin Class 


Go by the gay “sunshine 
route’ —with stops at Ha- 
waii, Fiji and New Zealand 
—see the wonderful 150th 
Anniversary Celebrations 
and horse races which will 
take place during Austra- 
Summer — January 
through April. Round trip, 
$574 up First Class. Also 
all-expense tours. From 
Vancouver and Victoria on 
the modernized or 
the Niagara. First, Cabin 
and Third Class. YOUR OWN 
TRAVEL AGENT Or any Cana- 
dian Pacific office in the 
U. S. and Canada. 


CANADIAN 
AUSTRALASIAN LINE 
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The Plaza is the unanimous 
choice of those discriminat- 
ing travelers who are satis- 
fied with nothing but the 
best. You enjoy the spaci- 
ous rooms which bid you 
cheerful welcome...the ex- 
cellent service and tempt- 
ing cuisine... and the Per- 
sian Room with its superb 
entertainment featuring 
Eddy Duchin and his or- 
chestra and Paul Draper. 
Facing Central Park, the 
Plaza is ideally located. 
Subway station at hotel and 
5th Ave. buses pass the door. 


Henry A. Rost, President and Managing Director 
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ESPECIALLY 
AT HOLIDAY TIME! 


On your holiday trip home take the opportunity 


to make the acquaintance of America’s most dis- 


tinguished fleet of trains—The George Wash- 


ington, The Sportsman and the F. F. V.! Youll 
find this famous trio of the Chesapeake and Ohio 


well worth meeting—each and every one. 


Whether you travel in Imperial Salon Coach 
or in Pullman there’s no uncomfortable crowd- 
ing on Chesapeake and Ohio trains...even at 
this time of year. Seats are roomy — aisles are 
wide — and luggage space plentiful on all cars. 
You can rest and relax—Sleep Like a Kitten and 
Arrive Fresh as a Daisy! 


May we suggest you arrange your holiday trip 
reservation on Chesapeake and Ohio at your 


THE 1938 CHESSIE CALENDARS 
are now ready for mailing. Send 
25 cents, in coin, please (tocover | 
postage and wrapping) to 

CHESAPEAKE and OHIO LINES 

Dept.W-5, 24th Floor, Terminal Tower 

CLEVELAND, OHIO 


earliest convenience. Just phone the local ticket 


agent and he will gladly take care of it for you. 


For reservations and further information inquire 


F.E. LANDMEIER, D. P. A., 
432 Washington Building, Washington, 
Telephone National 0824 


THE GEORGE WASHINGTON THE SPORTSMAN THE F. F. V. 
America’s Most Distinguished Fleet of Trains 
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+ The President's Message on Housing + 


SContinued From Page 5.) 
the larger communities where they 
are needed. 

Among the most important of the 
measures to which I would invite 
your consideration are those de- 
signed to facilitate the financing of 
these large projects. Here there is 
a great gap in our financial mechan- 
isms. The large projects thus far 
constructed. under the provisions of 
the National Housing Act have been 
closely regulated as to rents, charges, 
capital structure, rate of return, etc., 
and the excesses and abuses which 
widely characterized the financing of 
apartment properties in the 1920’s 
have thereby been avoided. The 
very size of the loans in the case of 
these large projects, however, 
makes it difficult to finance them by 
means of a single mortgage. 

I would therefore urge the Con- 
gress to liberalize the provisions of 
the act under which the chartering 
of National Mortgage Associations is 
authorized, and, among other things, 
to give these associations explicit 
authority to make loans on large- 
scale properties that are subject to 
Special regulation by the Federal 
Housing Administrator. The effect 
of the change here proposed would 
be to enable these properties to be 
financed by National Mortgage As- 
sociations through the sale of hous- 
ing bonds or debentures amply se- 
cured by the insured mortgages on 
the properties. 

In order that one or more such 
assocjations may be promptly or- 
ganized, I shall ask the Reconstruc- 
tion Finance Corporation to make 
available, out of the funds already 
allocated to the RFC Mortgage Com- 
pany, $50,000,000 for capital pur- 
poses. Under the amendments pro- 
posed, this would provide the basis 
for $1,000,000,000 of private funds 
obtainable through the sale of Na- 


tional Mortgage Association deben- 
tures. 


CHANGE IN MORTGAGE LIMIT 
Another of the suggested amend- 
ments that I regard as of special 
importance would make the lim- 
itation of $2,000,000,000 on the 
amount of mortgages insurable un- 
der the National Housing Act ap- 
ply to the amount of insurance to 
be outstanding at any time and 
would remove the limitation of July 
1, 1939, now applicable to the ulti- 


mate guaranty of the Federal Gov- 
ernment. 

These changes would measurably 
encourage private financing under 
the Act without increasing the 
amount of the contingent guar- 
anty provided in the existing leg- 
islation. , In connection with these 
changes, I would suggest that the 
Congress eventually limit the insur- 
ance of mortgages to housing on 
which the application for mortgage 
insurance is approved prior to the 
beginning of construction. 

Finally, I am suggesting that in- 
Surance be provided for repair and 
modernization loans in a manner 
Similar to that which was formeriy 
provided under Title I of the Na- 
tional Housing Act. This former 
provision expired by limitation on 
April 1 of the present year. 

Considered in relation to existing 
provisions of the National Housing 
Act, the Federal Reserve Act, the 
Federal Home Loan Bank Act, and 
extensive enabling legislation that 
has been enacted by the several 
States, the adoption of these meas- 
ures would for the first time provide 
all the financial mechanisms essen- 
tial to a widespread and sustained 
revival of housing construction. 


GOAL OF LABOR AND INDUSTRY 

The terms of financing would ‘be 
the most favorable ever made gen- 
erally available in this country for 
housing purposes—half, or less than 
half, the cost of loans of comparable 
proportions under the system of 
first, second, and third mortgage 
financing that was widely prevaleni 
in the 1920’s. Large and continuous 
activity and employment in housing 
construction, which is not feasible 
under our present limited methods 
of financing, would be put de- 
cisively on a practicable basis. 

The success of such a program as 
this, however, cannot be assured by 
governmental action alone. It wil! 
depend mainly on the willingness of 
industry and labor to cooperate in 
producing housing at costs that are 
within the reach of the mass of our 
people. The goal at which both in- 
dustry and labor should aim is sus- 
tained large-scale production at 
lower costs to the consumer. This 
will mean a larger annual wage for 
labor because of the larger amount 
of employment than is possible at 
high hourly rates with long periods 
of unemployment. It will mean a 
larger production than is possible 


well. 


at high unit prices with greatly re- 
stricted output. 


Because this was not the goal of 
industry and labor during the past 
construction year, the result soon 
proved injurious not only to the 
building industry and its workers, 
but to business and employments 
generally. The sharp rise of wage 
rates and prices in this industry, 
just before the last building season, 
reduced by 100,000 to 150,000 the 
number of new dwelling units that 
competent authorities had estimated 
were in prospect for 1937. 

It is now clear that we cannot 
have a strong revival of housing 
construction on the terms that were 
exacted by industry and labor last 
spring. The rise in hourly wage 
rates and in material prices was 
too rapid and too great for the con- 
sumer to bear. A similar rise in 
costs likewise checked production 
and buying in other industries as 
In emphasizing these facts, 
I am not seeking to apportion blame, 
for manifestly no industrial or la- 
bor groups would deliberately adopt 
a policy that would react to their 
own disadvantage. I am simply 
pointing out what did occur and 
what the consequences were. 


In the budget of the great mass 
of our families, the point is quickly 
reached where increased costs mean 
reduced consumption. Reduced con- 
sumption, in turn, means a decline 
in someone’s business and someone’s 
employment. The essential problem 
of the construction industry and its 
workers, then, is to find a reason- 
able way, through continuity of pro- 
duction and employment, to adjust 
the costs of housing to the consum- 
er’s means. 

To help attain this end, it is my 
intention to initiate a series of con- 
ferences with representatives of in- 
dustry, labor, and finance, with a 
view to giving housing construction 
a fresh start in the coming building 
year and averting a recurrence of 
the conditions that brought about 
the reverses of the present year. If 
these groups will cooperate in this 
effort, as I believe they will, the re- 
sult cannot but work to the advan- 
tage of our whole national economy. 

Comparatively simple changes in, 
and addition to, existing laws will 
make this start possible. 


FRANKLIN D. ROOSEVELT 


The White House 
Nov. 27, 1937. 
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Scenes From the Drama 


Employment Relations 


Attack on Ford Motor Co. 
End to bus strike. City’s 
right to bar union organizers. 


« 


HILE William Green and John L. Lewis, heads of the A. F. of L. 
and the C. I. O., were secluded in conference over questions of 
inter-union peace that may determine the entire future course of 
labor organization in America, employment relations throughout in- 
dustry were marked by these significant events: 

The third Labor Board complaint was issued against the Ford 
Motor Co., while at the same time a strike was called in one plant 
and union members were kept in readiness for strikes in two others. 

A new national union began to take form among furniture 
workers, the C. I. O. gathering together A. F. of L. and independent 
locals with their own units and laying plans for forging a new in- 


strument of united action. 


A subpoena issued by the Labor Board in the pending Weirton 


case, seeking for information on a 
magazine article critical of the 
Board’s actions, was interpreted by 
persons summoned as an attack on 
the freedom of the press, but the 
Board placed an entirely different 
construction upon it. 

A strike on the country’s largest 
bus system, the Greyhound Lines, 
Inc., ran its brief, and somewhat 
violent course, to a settlement de- 
clared satisfactory to both sides. 
C. I. O. organizers braved a hostile 


organize when the Government of 
the United States suddenly comes to 
have a passion for economy and re- 
stricts the amount of.aid and relief 


» that will be given Americans when 


employers turn them into the streets. 

“Individually you arg helpless. 
Collectively you can make yourselves 
heard not only in the councils of in- 
dustry but also in the legislative 
halls of the country.” 


—Wide World 


P LABOR DANCES ITS “MESSAGE” 
HE Federal Workers School of the District of Columbia, an 
educational venture of the C. I. O., plans to carry its “mes- 
sage” into classes in Spanish, literature and the drama, no less 
than in the teaching of economics. The dance course will include 
improvisations symbolic of peace, starvation and what is most 
important to the leaders—union organization. 


administration in Jeresy City and, 
at the cost of many arrests and con- 
victions, raised in a practical form 
the question whether a city may, by 
its ordinances, prevent the activities 
of union organizers. 

An employer was ordered for the 
first time by the National Labor 
Board to sever his connections with 
a trade association, the reason being 
that the. association allegedly ex- 
isted chiefly for the purpose of 
crushing efforts of employees to or- 
ganize. 

Each of these events is described 
in greater detail below. 

x * 


NLRB Cases and Strikes 
Against Ford Motor Co. 


the Ford Motor Company began 
at the St. Louis plant, where a strike 
and picketing slowed but did not 
stop operations. Kansas City and 
Long Beach, Calif. plants were 
threatened by strikes already auth- 
orized by the United Automobile 
Workers (CIO). 

Most recent complaint isued by 
the Labor Board against the com- 
pany had reference to events at the 
St. Louis plant. The company was 
declared to have threatened dis- 
charge for wearing of union but- 
tons and for refusing to sign a state- 
ment approving the company’s la- 
bor policy. Surveillance of union ac- 
tivity and threats to close the plant 
unless employees dropped union af- 
filiation were likewise charged The 
company issued a formal denial of 
all charges. 

Two other cases against the com- 
pany are pending, one relating to 
the plant in Detroit and the other to 
the Somerville, Mass., plant. 


New Furniture Union 


Planned by the C. |. O. 


ws for organization »f the C. 
I. O.’s new furniture union were 
made at a conference in Washing- 
ton, where John L. Lewis told dele- 
gates claiming to represent 60,000 
union members: 

“It is time to organize when em- 
ployers begin to shut up their mills, 
plants and factories and turn Ameri- 
cans into the street. It is time to 


HE rumbling of labor warfare in y 


portation in 16 States. 
olence led to a considerable number 


Employer Domination 


Or Freedom of Press? 


N aSking for the production of ma- 
terial used by Hartley W. Barc- 
lay, editor of Mill and Factory in an 
article entitled ‘“‘The True Story of 
Weirton,” the Board took the posi- 
tion that, when an employer dis- 
tributes to employes anti-union lit- 
erature or literature in criticism of 
the Board, he maz’ thereby be exert- 
ing coercion upon his employes in 
their choice of bargaining agent. It 
has so held in the past. In this in- 
stance. it sought to determine 
whether the company had inspired 
the article and distributed copies to 
employes. 

Attorneys for Mr. Bare’ y and the 
publisher of the magazine 
tended that the Board sought thus 
to suppress criticism and hence vio- 
lated the constitutional guarantee 
of freedom of the press. The per- 
sons summoned announced their re- 
refusal to obey and the Board pre- 
pared to ask enforcement of the 
subpoena by the courts. 

x * 


City vs. the C. |. O. 
Organizers Barred Out 


HE assault on Jersey City’s hos- 
tile policy against the C. I. O. 
was made after careful preparation. 
A city ordinance forbids distribution 
of circulars except by permission of 
police. The mayor had declared the 
C. I. O. should be kept out of the 
city. Consequently police permission 
for notices of a mass meeting of 
union members was not forthcoming. 
The ordinance was defied. Arrests 
were made. Convictions were se- 
cured. The union appealed to the 
highest court of the State, holding 
that the city’s ordinance contra- 
vened rights guaranteed to citizens 
by the Constitution. A fight was 
pronised up to the United States Su- 
preme Court if necessary. 
* * 


Both Sides Win 


HE Greyhound bus strike par- 
tially crippled passenger trans- 
Sporadic vi- 


con- 


+ 


Employer Ordered to Resign 


AA 


of arrests. The company entered suit 
against the Brotherhood of Railroad 
Trainmen, which called the strike, 
suing for $6,300,000 in damages on 
the charge that the strike was for 
the purpose of diverting traffic from 
bus to railroad, where the union is 
strongest. 

The settlement was reached under 
the offices of a Federal conciliator. 
While the union consented to aban- 
don its demand for a closed shop, it 
obtained wage increases estimated to 
average $15 a month for each driver. 
The company agreed also to observe 
seniority rules in hiring and laying 
off men and to make disciplining of 
drivers a matter for joint union- 
company investigation. The damage 
suit was dropped. 

* 


From Trade Association 


HE Labor Boaid’s order to an em- 
ployer to resign from a trade 
association was directed at the 
Clover Fork Coal Company, of Har- 
lan County, Ky. The Harlan County 
Coal Operators Association was 
found to have been organized 
chiefly to drive union organizers out 
f the county. The company had, 
the Board held. joined with the As- 
sociation in hiring a crew of “field 
detectives” who did not hesitate t 
use guns and tear gas in expelling 
union members. from the territory. 
One of those driven out was a Bap- 
tist minister. who also acted as an 
organizer for the United Mine 
Workers (CIO). 

The company was ordered, in ad- 
dition, to cease its espionage activi- 
ties against the union and to cease 


firing union members. Sixty of 
those discharged were ordered rein- 
stated with back pay. 

The Board’s original complaint 
had contained an allegation that the 


company had, in its campaign 
against the union, staged “strip- 
tease” acts near the place where 
union meetings were held to lure 


members away from the mectings. 
The company brought suit in a Fed- 


eral District Court against the 
Board, asking $50,000 damages for 
false accusations. The case is still 
pending. 


* 


New Senate Labor Head: 


An Appeal For Peace 


ENATOR Elbert Duncan Thomas 
of Utah last week was desig- 
nated chairman of the Senate Com- 
mittee on Education and Labor. 
This committee considers all legis- 
lation dealing with labor relations 
and wages and hours. The chair- 
manship had been vacant since the 
resignation last summer of former 
Senator Black of Alabama. 

Although outranked in seniority 
by two other Democratic members 
of the commiitece, Senator Thomas 
received the chairmanship under 
Senate custom which allows one 
Senator to occupy only one major 
committee chairmanship. 

The senior Democratic Senators 
on the committee are Senator Cope- 
land of New York, chairman of the 
Commerce Committee, and Senator 
Walsh of Massachusetts. chairman 
of the Naval Affairs Committee. 

The new chairman, on taking of- 
fice, announced his intention of at- 
tempting to hasten the reconcilia- 
tion between the A. F. of L. and the 
C. 1. O., and suggested that labor or- 
ganizations be given an opportunity 


, to become more responsible through 


registration. 

(See Newsgram No. 2. Page 2, for 
discussion ‘of developments in the 
Lewis-Green conferences.) 
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Extra Special Service 


for a Lady 


Drive Your Business Prestige Right 
Up to Her Door with THE NEW IN- 
TERNATIONALS. 


Above: The beauti- 
ful new International 
Half-Ton with panel body. 


Women are quick to appreciate the extra 
in everything. It’s the extra-smartness of 
your merchandise, your service, and your 
delivery that wins their approval and their 
patronage. 

The new International Trucks offer the 
kind of eye-appeal that will create poten- 
tial business in every neighborhood. Let 
these new trucks serve as traveling adver- 
tisements of your prestige and the prestige 
of the service you sell. 

Every type of load—every kind of haul- 
ing—can be exactly suited by these new 


Internationals. For there is a full line, and 
there is far more than styling below the 
surface. Engineering improvements 
throughout the mechanical product are ad- 
vancing the International reputation in the 
hands of thousands of new owners. 


The distinctive new International 
Trucks range in size from the 14-ton to l- 
ton light-delivery units up to powerful six- 
wheelers. See these trucks now at the 
nearest International branch or dealer 
showroom. The right chassis and the 


right body for every business, 


INTERNATIONAL HARVESTER COMPANY 


( INCORPORATED) 


180 North Michigan Avenue 


Chicago, Illinois 
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The United States News 


—Underwood & Underwood 
SOCIAL SECURITY SIMPLIFIED 
Commissioner of Internal Revenue Guy T. Hel- 
vering makes the tax payments of the old age, se- 
curity program more simple for some 1,800,000 em- 
ployers by calling for quarterly instead of monthly 
returns starting in 1938. 


Social Security 


OCIAL Security taxes may not be refunded on 
wages paid an employe even though the em- 
ploye later voluntarily returns the wages to his 
employer. This decision was made in a case In 
which the president of a corporation voluntarily 
returned compensation which he had received, in 
view of the decision by the directors ot the reso- 
lution calling for such payment. Source: Internal 
Revenue Bureau. 


Where an employe, pald monthly, receives more 
than $3.000 a year, his taxable wages under the 
Old Age benefits section of the Social Security Act 
must be computed each month until taxes have 
been paid on a total of $3,000. The amount paid 
over $3,000 a year does not copstitute taxable 
wages. Source: Internal Revenue Bureau, Nov. 29. 

* * 
ERVICES performed in connection with a‘*com- 
mercial dog kennel do not constitute “agri- 
cultural labor” within the meaning of the Social 
Security Act and therefore wage payments for such 
services are iaxable under the Act. Source: In- 
ternal Revenue Bureau, Nov. 29. 
* 


Employers making returns under the old age 
benefits phase of the Social Security Act beginning 
Jan. 1 must make information and tax returns on a 
quarterly instead of a monthly basis, as is now re- 
quired. The change is being made to lessen the 
bookkeeping burden of maintaining Social Security 
records both in the case of employers and of the 
Government. Source: Internal Revenue Bureau, 
Nov. 23. | 

x * * 


After Jan. 1, 1938, each employer liable for the 
payment of taxes under the old age benefits sec- 
tion of the Social Security Act is required to make 
only a single return on Form SS-1la in place of the 
monthly tax return and the quarterly information 
return now required by the regulations. Source: 
Internal Revenue Bureau, Nov. 23. 

Every veteran applying for or receiving a pension 
must. submit himself, as frequently and at such time 
and places as may be reasonably required, to ex- 
amination by any duly authorized medical exam- 
iner of the Veterans’ Administration. This includes 
undergoing a period of observation in a hospital, if 
necessary. Source: Veterans Adm., Dec. 1. 

@ 


Any person who ceases to be an employer shall 
mark his return “final return” and file this return 
on or before the 30th day of the month on which 
the final payment subject to Social Security taxes is 
made. Persons whose status as employers is sus- 
pended temporarily need not file such “final re- 
turns.” Source: Internal Revenue Bureau, Nov. 23. 


Every employer must place his identification 
number on each return he is required to make un- 
cer Social Security Act regulations. If an employer 
has not been assigned a number at the time he 
makes his return he must write on the return the 
time of filing and the address of the office to which 
his application for such a number was made. 
Source: Internal Revenue Bureau, Nov. 23. 

x * * 


If the amount of Social Security taxes shown to 
be payable by a return is $10 or less, the return 
may be signed or acknowledged before two wit- 
nesses instead of under oath. Also, if the amount 
reported on a return is $500 or less, a similar pro- 
cedure may be followed. Source: Internal Reve- 
nue Bureau, Nov. 23. 


x * * 


The employes’ tax and the employer's tax re- 
quired to be reported on each return on Form SS-1 
or Form SS-la are due and payable to the collector, 
without assessment by the Commissioner of Inter- 
nal Revenue or notice by the collector at the time 
fixed for filing such return. Source: Internal Reve- 
nue Bureau, Nov. 23. 


| 

Housing 
NDIVIDUALS, offering for a fee to prepare and 

promote a project or to act as a mediator 

with the United States Housing Authority, are 
neither sponsored nor recognized in any way. No 
middle man is required, desired or tolerated by 
the Authority, which will cooperate and deal di- 
rectly with local housing authorities. Source: 
Housing Authority, Administrator Nathan Straus. 


Government Contracts 


O evidence of compliance with the Bituminous 

Coal Act of 1937 will be required py the Gen- 

eral Accounting Office to assure approval of con- 

tracts entered into by Government departments for 

the purchase of coal, regardless of whether the con- 

tracts are with local dealeis or producers. Source: 
General Accounting Office, Nov. 13. 


TITLE REG. APPLD FOR, U. S. PATENT OFFICE. 


ESSENTIAL INFORMATION OF NATIONAL INTEREST; 
LATEST NEWS OF GOVERNMENT ACTION 


Business Regulation 


INETEEN corporations, substantiaidy all the 

manufacturers and distributors of metal window 
products in the United States, and their trade as- 
sociations at Washington, have been directed, in a 
cease and desist order, to discontinue practices 
which, in effect, fix minimum prices. They are 
charged with agreements, understandings, and 
practices that restrain trade, enhance prices to 
artificial levels that deprive the purchasing public 
of benefits of normal competition, and create 
monopoly in sales. Source: FTC, Dec. 2. 


x * 


Minimum prices and marketing regulations gov- 
erning sale and distribution of all bituminous coal 
east of the Mississippi River and the State of Iowa 
Will be effective Dec. 16. The inclusion of the re- 
maining western areas will be made public later. 
Source: National Bituminous Coal Com., Dec. 2. 


x * * 


Anti-monopoly proceedings against the Western 
Union and Postal Telegraph companies have been 
begun in the Federal Court at New York City by the 
Justice Department. In its action the Government 
seeks to have the court declare sections in the con- 
tracts void which give the companies exclusive 
rights of occupancy in railroad stations, hotels and 
other strategic places for the transmission of tele- 
graphic communications. Establishment by either 
of the two telegraph systems of exclusive rights to 


FISHING FOR SOME REGULATIONS? 


smokers’ supplies it sells were made in Great Britain 
and that it maintains a place of business in London. 
Furthermore, it is an unfair trade practice for a 
distributor to represent that it operates or cirectly 
controls the factory in which its products are made 
or that it deals exclusively in imported goods when 
such is not the case. Source: Federal Trade Com- 
mission, Nov. 19. 


News for Investors 


ULES governing exempt exchanges have been 

amended to provide that when an exempt ex- 
change files with the Securities and Exchange Com- 
mission the required notice regarding the termina- 
tion of listing or of unlisted trading privileges, the 
notice must be accompanied by a brief statement 
of the reasons for such action. Source: Securities 
and Exchange Commission, Nov. 30. 

* 

Three new classifications of statistical studies 
may be obtained upon request from the Securities 
and Exchange Commission. Data are available pre- 
senting certain information with respect to recent 
offerings of common stock issues by means of rights. 
Another class of data covers the dollar value of the 
participations of individual investment banking 
firms, as underwriters in issues with gross proceeds 
of $1,000,000 or more registered under the Securities 
Act of 1933 and offered for sale during the period 
beginning July, 1936. A third tabulation furnishes 
information on the size and contemplated distribu- 


—Wide World 


| ees President and his fellow excursionists may have found that along with fish on their lines 
there were some new regulations coming to the surface. Seated with President Roosevelt is 


Secretary of the Interior Ickes. 


Standing, left to right: Col. E. M. Watson, military aide; 


Capt. W. B. Woodson, naval aide; Assistant Attorney General Robert Jackson; WPA Admin- 
istrator Harry L. Hopkins and Dr. Ross McIntire, the President's physician. 


conduct a telegraph business from such strategic 
positions, said Attorney General Homer S. Cum- 
mings, “obstructs competition by the excluded sys- 
tem, and tends to give one company a monopoly of 
the telegraph business within particular places.” 


Coal consumers’ representatives will confer at 
Washington Dec. 6 on the minimum price regula- 
tion of the National Bituminous Coal Commission. 
They are specially interested, according to the Con- 
sumers Counsel, in questions of wholesale discount, 
firmness of contract prices under possible changes 
in the minimum prices; seasonal allowances, dis- 
counts for cash to retailers, price spreads among 
sizes, and classifications. 

= 


A company is guilty of an unfair trade practice 
when it represents through the abbreviation “mfg” 
in its corporate name and the words “manufac- 
turers” and “makers” in advertising that it manu- 
factures the handkerchiefs it sells when in reality 
it bought them from other companies. Also it is 
unlawful for a company to mark handkerchief con- 
tainers with the words “laundered soft” or “launh- 
dered soft finish” when as a matter of fact the 
handkerchiefs are not laundered before packaging. 
Source: Federal Trade Commission, Nov. 26. 

x * * 


A company selling certain rock wool insulating 
material has entered into a stipulation with the 
Federal Trade Commission whereby it has agreed 
to discontinue advertising that its products are 
“lightest weight” when in fact there are competi- 
tive products as light and even lighter than the 
respondent company’s article. Sources: Federa) 
Trade Commission, Dec. 1. 

x * * 


When Government departments use credit cards 
issued by gasoline wholesalers in making purchases 
of gasoline from retail dealers the retail dealer is 
considered as merely acting as the agent or repre- 
sentative of the wholesaler and such sales must 
be made free of any State tax. Source: Comptrolle: 
General. 

x * 


A distributor is guilty of an unlawfu) practice 
when it falsely represents that the pipes and 


tion of underwriting commissions on all registered 
stock and bond issues with gross proceeds amount- 
ing to $1,000,000 or more and which were offered for 
sale after July 1, 1936. Source: Securities and Ex- 
change Commission. 

* * 


Procedure involved in the insurance of mortgages 
on low-cost rental housing projects is set forth in 
a new bulletin issued by the Federal Housing Ad- 
ministration—“Circular No. 3, Rental Housing, In- 
surance of “Mortgages, Administrative Rules and 
Regulations” which may be obtained from the FHA 
upon request. The term “rental housing” is de- 
fined as including cases in which the owner of 
housing facilities permits their occupancy upon the 
payment of an agreed monthly charge, whether or 
not the terms of such occupancy provide that over 


a period of time the payments will entitle the occu- 


pant to ownership of the premises. Source: Federal 
Housing Administration. 


Agriculture 


_ increase use Of potatoes, the Federal Govern- 
ment will pay manufacturers to divert potatoes 
into starch and flour to sell in commercial markets. 
The manufacturers, principally located in Michigan, 
Maine, Minnesota, and Idaho, may draw 40 cents 
for each 165-pound barre! of potatoes, or 24 cents 
per hundred peunds, if the potatoes are used for 
starch or flour. Furthermore, the Federal Surplus 
Commodities Corporation will buy edible potato 
starch and flour to give to States for relief distribu- 
tion. Source: AAA, Nov. 27. 


x * * 


To give farmers, merchants and traders first- 
hand market information, the Commodity Ex- 
change Administration has begun making public 
daily the cotton futures transactions on New York, 
New Orleans and Chicago markets. Figures on 
volume of daily transactions, amount of open com- 
mitments ana changes from the previous day are 
being released by CEA supervisors in those three 
cities each morning. 


Taxes 


Income Taxes 


JFNDIVIDUAL taxpayers having a net income of 

$100,000 or more now are being required by the 
Treasury to fill out a “statement of net worth” 
wherein they must list all assets, item. by item, 
whether they are income-producing or not. Also 
all liabilities must be set forth in detail and the 
taxpayer then must estimate—and swear to—his 
net worth. The statements are being required for 
1936 and the present plan is to require them for 
1937 and future years. Source: Instructions issued 
by Guy T. Helvering, Commissioner of Internal Rev- 
enue. 

* 

A trust with power to invest and reinvest the 
principal, collect the income, pay taxes and 
expenses and distribute the Income for the main- 
tenance of the beneficiary during his minority and 
to pay the principal to him periodically when ne 
reaches certain ages, cannot be held to be carrying 
on a trade or business. Therefore an attorney’s 
fee paid by a trust as an incident to litigation in- 
volving the trust’s claim to accumulated income of 
another trust, is not deductible from income tax 
payments as an ordinary and necessary expense of 
carrying on a trade or business. Source: Board of 
Tax Appeals, Nov. 26. 

* * 

Where under a State law a mortgage foreclosure 
of real property is not immediately absolute or final, 
but subject to, or defeasible by, redemption of the 
property within a certain period thereafter, the 
mortgagor, or the owner of the mortgaged prop- 
erty, does not completely part with his title nor 
lose his property. Therefore the mortgagor does 
not by virtue of such sale sustain a loss for Federal 
income tax purpose until the redemption period ex- 
pires. Source: Internal Revenue Bureau, Nov. 29. 


Transportation 


Railroads 


HE Interstate Commerce Commission will inves- 
tigate proposals made in a petition filed by the 
Pullman Company for an increase of 10 per cent in 
all sleeping and parlor car rates, and for permis- 
sion to file special tariff supplements accordingly. 
Copies of the order for investigation are served on 
the Pullman Company and.on the governors and 
regulatory bodies of the States. Source: ICC, Nov. 

29. 

x * * 


Shipping 

O stimulate ship construction, the Maritime 
Commission will sell no more ships from its 
laid-up fleet for operation in either the foreign or 
domestic trade of this country. The 113 vessels 
remaining will be held in reserve indefinitely for 
possible use in commercial or military emergencies, 
or, if of insufficient value to warrant preservation, 
will be ‘sold for scrap. Source: Maritime Com- 

mission, Nov. 29. 

x * * 

Possible realignment of American steamship 
foreign trade routes is to be considered at a con- 
ference between Maritime Commission Chairman 
Joseph P. Kennedy and representatives of 27 port 
authorities. Date of the conference will be an- 
nounced later. Source: Maritime Commission. 

x * * 

The Maritime Commission recommends to Con- 
gress legislation to broaden its powers fer requiring 
attendance of witnesses and the production of docu- 
ments. Source: Maritime Commission Chairman 


Kennedy, Dec. 2. 


x * * 

The Maritime Commission favors legislation to 
permit ship construction abroad in all cases in 
which foreign costs are less than half the costs in 
the United States, registry here to be required as 
soon as practicable, and the vessel so built and reg- 
istered to be eligible for an operating-differential 
subsidy from the Government as if built in the 
United States. 

x * * 

Limiting of salaries of officers and employes of 
shipping companies to $25,000 a year maximum is 
opposed by the Maritime Commission on the ground 
it is difficult to obtain the best executives at that 
salary. Concurring, House Merchant Marine Com- 
mittee Chairman Bland, in a bill introduced, would 
authorize the Commission to relax that salary limi- 
tation on vote of four of its members. Source: 
Chairman Bland, Dec. 2. 

x * 


Motor Carriers | 


When a motor carrier, authorized to transport 
goods in one direction only between termini, can- 
not deliver a shipment because the consignee re- 
fuses acceptance, the shipment may be transported 
back to the sender without violation of the law. 
Source: ICC, Bureau of Motor Carriers, Noy. 26. 

* * 


Aviation 


ICENSEES of radio stations operating for avia- 
j tion, and all other interested parties, are in- 
vited to a December 16 conference at the Federal! 
Communications Commission to discusse changes 
in rules and regulations for radio frequencies above 
30,000 kilocycles recently allocated to aviation. 
Source: FCC, Nov. 24. 6 


—Harris & Ewing 


BIRTHDAY DISCOVERER 


As official custodian of the records for the Census 

Bureau, Miss Mary C. Oursler has become an expert 

at discovering ages of persons whose births have not 
been registered. 


Labor 


LTHOUGH the National Labor Relations Board 
ordinarily considers authorization cards signed 
by a minority of employes for a union to represent 
them as conclusive evidence that they wish so to 
be represented, it may take a different attitude if 
the cards designate a company union which is com- 
peting with an outside union. If there is evidence 
that the employer requested the workers to sign 
the cards and that supervisors let it be known that 
refusal to sign would be unfavorably looked on by 
the management, the Board is apt to hold that an 
election by secret ballot is needed to determiné the 
issue. Source: Labor Board Order, Nov. 19. 
x * * 


When a union is certified as bargaining agency 
for employes by the New York Labor Relations 
Board, the certification stands for the period of one 
year even if, in the meantime, the majority of the 
employes transfer their allegiance to a different 
union. Special circumstances might upset this ar- 
rangement, such, for instance, as proof that unfair 
labor practices were being committed or continued 
as a result of the continuation of the certification. 
Source: New York Labor Board Regulations, Nov. 
27. 


Petitions by employers to have a bargaining agent 
certified for employes are not provided for under 
the rules of the NLRB, the Board taking the po- 
Sition that to let employers choose the time for an 
election might give them an unfair advantage. 
They might, for example, seek an election when a 
unionization campaign was about to begin, thus ob- 
taining action before the union had had an oppor- 
tunity to present its case to the employes. Under 
the New York Labor Board, however, employers may 
petition for an election just as may a _ union. 
Sources: Regulations of National Labor Relations 
Board and New York Labor Relations Board. 

& 

If a State Labor Relations Board has already 
taken jurisdiction over a labor dispute which in- 
volves interstate commerce, and the union which 
brought the case has a second controversy with the 
same employer and wants the National Board to 
take jurisdiction over the second dispute, the Na- 
tional Board’s policy is to refuse jurisdiction in 
favor of the State Board. Source: Record of case 
decided by Wisconsin Labor Relations Board, Nov. | 
20. 

If a contractor has a closed shop agreement with 
a union of building trades employes and the union 
refuses to provide workers for him for the reason 
that a local association of contractors has not pro- 
vided him with a certificate under a fair trade prac- 
tices cod, the contractor may in certain jurisdic- 
tions obtain a court” order directing the union to 
provide the workers. Source: Decision of New York 
Supreme Court, Nov. 16. 


Banking and Loans 


Federal Reserve banks have been asked by the 
Federal Reserve Board to comment on a tentative 
draft of proposed amendments to regulations gOvV- 
erning common trust funds (a common trust fund 
is one in which funds from small trust accounts are 
consolidated for common investment purposes). 
The Board seeks primarily to prevent abuses such 
as conflict of interest which might affect the trust 
relationship between the banks and the investors. 
Source: Federal Reserve Board, Nov. 27. 

x * * 


Proposed regulations for common trust funds 
submitted by the Federal Reserve Board to member 
banks require that individual participation in the 
common trust fund must not be over 10 per cent of 
the total or $10,000; banks must not participate in 
securities in which common funds are invested ex- 
cept in the role of trustees; funds from revocable 
and irrevocable trust must not be intermingled: the 
fund must be audited annually and copies furnished 
without cost to those participating. Source: Fed- 
eral Reserve Board, No. 27. 

x * * 


Enactment of “minimum operating standards” 
for all insured banks and a revision of the insurance 
assessments now assessed on banks are two prob- 
lems which should be given future consideration. 
Present Federal Deposit Insurance Corporation as- 
sessments on insured banks “bears no relation 
either to relative risk or concentration of risk in in- 
dividual banks. Source: L. T. Crowley, chairman 
of the Federal Deposit Insurance Corporation. 


Utilities 

UPLICATION of telephone facilities imposes an 
unnecessary burden on persons requiring 
cumplete telephone service. Elimination of du- 
plication is in the public interest. A certificate of 
public interest will be issued approving proposed 
acquisitions ‘of certain telephone companies in 
Pennslyvania, mostly affecting Johnstown and ad- 

jacent communities. Source: FCC, Nov. 10. 
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Japan's Conquests in China: 
Threat to Open Door Policy 


« 9 


Seizure of Shanghai custums. 
Blockade question arises. 
Germany’s demand for lost 
colonies. 


oe the “open door” in China 
—pried open at the beginning of 
the century by the diplomatic adroit- 
ness of Secretary of State John Hay 
—seemed to be swinging shut last 
week as Japanese troops battered 
nearer their next military objective, 
the capture of Nanking. 

The “open door” pollcy was pro- 
posed by Hay and accepted by the 
European nations at the time of the 
Boxer Rebellion, not only as a means 
of saving China from partition but 
as a means of preserving equal trade 
opportunities there for all 

Japan’s seizure or customs control 
at Shanghai, chief commercial port 
of the Orient, was viewed with con- 
cern by the State Department, along 
with reports that tariff discrimina- 
tions in favor of imports from 
Japan were beginnning tc be ap- 
plied by the Tokio government in 
Chinese areas, newly occupied by 
conquest. 

The State Department has ordered 
an investigation of the facts in the 
matter, fearing that such breaches 
in the policy of international tariff 
equality would have costly effects on 
American trade with China. Already 
American trade has suffered serious- 
ly as result of discriminations ap- 
plied in Manchukuo, the Japanese 
puppet state in Manchuria 


CUSTOMS SEIZURE PROTESTED 
Coupled with concern for the 
“open door” policy was American 
objection to Japanese assertions of 
the right to take over and regulate 
the customs administration at 
Shanghai, which previously has been 
internationally administered, with 
the revenues pledged in part to dis- 
charge China’s external debts. Amer- 
ican apprehension was registered 
over arbitrary moves of the Japanese 
military authorities in assuming to 
abrogate the international control 
system, with possibilities of further 
serious economic dislocations if this 


+ policy is persisted in and extended. 


Oral representations of protest 
made by America’s Ambassador Grew 
at Tokio were followed with delivery 
of a formal protest note. Its text 
was not disclosed, but Secretary of 
State Hull explained it embodied an 
American remonstrance against Jap- 
anese assumption of the right to 
control and reorganize the customs 
system without consulting the 
United States. Similar protests also 
were made by Great Britain and 
France. 

A Tokio foreign office spokesman 
declared Japan’s right to “act inde- 
pendently” in Shanghai without con- 
Sulting the other powers. Such ac- 
tion was defended as a matter of 
military necessity by the Japanese, 
to check revenues and supplies that 
would aid in continuing Chinese re- 
sistance to the on-sweeping tide of 
Japanese aggression. 


WAR DECLARATION RUMORED 


Meanwhile, as Japanese military 
forces stormed their way toward 
Nanking, rumors were revived of an 
imminent formal declaration of war 
on China as a means of giving the 
Japanese better vantage ground to 


_ Stiffen their exclusion of foreign aid 


! 


to China. Already Japanese block- 
ade of Chinese ports has checked 
the flow of war supplies from the 
United States, and under Japanese 
pressure, France has closed her In- 
do-French border to the traffic. But 
Japan was reported to be concerned 
over the continued flow of munitions 
into China from Hong Kong, a 
British crown colony. 

A formal declaration of war would 
seemingly force President Roosevelt’s 
hand and compel him, under terms 
of the American Neutrality Act, to 
put it into effect, with embargoes of 
American war materials shipments 
to both Japan and China. This 
course he has avoided adopting, on 
the technical ground that no formal 
state of war now exists. 

Some unofficial apprehension was 
reported lest a war declaration might 
be followed by Japanese demands 
for foreign powers to remove their 
land and naval forces from China. 

Another American protest was oc- 
casioned by the report that Japan- 
ese naval forces had summarily 
seized a tug boat owned by Ameri- 


TITLE REGISTERED U. S. PATENT OFFICE 


—Harris & Ewing 


THE “FOREIGN INVASION” 


To prove to her fellow solons that 
foreign merchandise is being imported 
and sold for less than the articles can 
be manufactured for in this country, 
Representative Edith Nourse Rogers 
of Massachusetts is displaying in her 
office many of the articles from 
abroad. 


can interests, torn down its Ameri- 
can flag and flung 1% into the 
Whangpoo River. Protests resulted 
in return of the boat and the flag 
and explanation that the seizure was 
“all a mistake.” Secretary Hull said 
the incident was regarded at Wash- 
ington as a closed one, the Japanese 
having. offered suitable apologies 
and expressions of regret. Con- 
firmed were Japanese denials that 
the flag had been thrown into the 
river. 


GERMANY’S LOST COLONIES 

On heels of the BrusSels Nine- 
Power Treaty conference fiasco, the 
“big four” statesmen of the Anglo- 
French entente—Britain’s Premier 
Chamberlain and Foreign Secretary 
Eden and France’s Premier Chau- 
temps and Foreign Minister Delbos— 
went into a huddie around a green 
baize table at London’s No. 10 Down- 
ing Street last week and emerged 
with expressions of renewed comity 
and accord. 

An official communique summariz- 
ing their conversations indicated 
they had traversed most of the 
troubled problems of Europe—in- 


re YOU a Business 
Coward? 


— and does it show in your pay-check ? 


“You’ve had your waa It was the 
General Manager speaking . . 


“Two years ago I hea y you that the 
only man who chould hope to-get ahead in 
this organization was the man with training. 


“Merwin was only a bookkeeper then, you 
remember, but in his spare time he was 
studying Higher Accounting, J knew what 
he was doing, and I told you then éo keep 
your eye on Merwin. 


“He’s had three raises since. He has more 
than doubled his salary—and he earns every 
dollar 1 pay him. 


“Last week I recommended him for 
Assistant Treasurer, and the Board elected 
him without a dissenting vote. We're mighty 
glad to have him in the group. 


“But you, Jarvis—I hate to say it—you’re 
a business coward. You knew what you would 
have to do to get out of the small-pay class. 
You were simply afraid to face the kind of 
effort and responsibility that could get you a 
substantial salary. 


“And now it’s too late. We've got to 
watch our overhead, and you’re one of about 
five men that we can get along without. We 
could replace the lot of you tomorrow. 


“For your own sake, Jarvis, take a tip from 
a man who has been through the mill, and 
this time get busy and learn to do something 
better than the other fellow. 


“Jarvis, there’s no end of opportunity in 
business; but the only man who cashes in 
these days is the man with the courage to 
get special training. The offices of this 
country are simply cluttered up with busi- 
ness cowards. It’s easy for the man who 
trains—because the business coward is 
through before he starts.’ 


Are YOU one of several million routine 
men who have been drifting along in a “‘low- 
pav” job—always wishing for more money, 
never acting? 

Are YOU a business coward? 

Nearly a million ambitious men have asked 
themselves this question during the past 
thirty years —and replied with a ringing 

“NO!” 


In the quiet of their own homes, without 
losing an hour from work, these men have 
mastered the principles of business by 


one of the most thrill. 


working out the actual problems of busi- 
ness—under the direction of some of the 
ablest business men in their respective 
fields in America. Their 
record of achievement, 
under the 
Problem Method,” 


ing chapters in 
the romance of busi- 

ness. During a single six months’ period. for 
example, reports came in to LaSalle from 
more than 1100 men and women stating that 
through the application of this plan they had 
increased their salaries by an average of more 
than 50 per cent. 


These men were able to progress more 
rapidly by means of the “LaSalle Problem 
Method” than they could have done in any 
other way, because in their training they faced 
continually the very problems they must 
later face on the bigger job. They learned by 
doing. 


Moreover, studying alone under the direct 
supervision of an expert instructor, they pro- 
gressed as rapidly as their capacity allowed— 
and that progress was further speeded by the 
fact that every dav they could see themselves 
developing. This fact took all the hardship out 
of study—changed it into a fascinating game, 


| with always the 
— goal ahead of in- 
creased opportunity and greater pay. 


Whatever attitude you may have taken in 
the past—and you may, indeed, have never 
realized that the difference between the man 
who * “puts it off” and the man who “puts it 
over’ isin the last analysis largely a matter of 
courage—resolve today to face the problem of 
your business future sjuarely. 


Within reach of your hand is a LaSalle 
coupon—and a pencil. The coupon, checked 
and signed, will bring vou without obligation a 
complete outline of the training you are in- 
terested in, a wealth of evidence as to what 
LaSalle training has done for hundreds of men 
in circumstances similar to yours, and full 
particulars of our convenient payment plan. 


It costs you nothing to get the facts— except 
the exercise of business courage. Will you 
put it offf — or put i over? Mail the cou- 
pon NOW. 


LASALLE EXTENSION 


Tell us which of the following programs 
of home-study training interests you most. 


Bales abd Menatemesat: Managertal, 
and Departmental Executive posi- 


Higher es Accoustancy: Auditor, Comp- 
tro Public Cost 


 Salesmansh for all 
D retail, holesale, 

gelling 

Lew-——LL.B. Degree. 

Commercial Law 

Industrial Management. 


Trafic Management. [raining for posi 
tion as Railroad or Industria] Traffic Man- 
ager Rate Expert, Freight. Solicitor. ete. 


NOTE: It you are undecided as to the field which ofters you the largest oppor- 
tunity, write us a briet outline of your business history and education. and we wil! 


y advise you without obligating you. 


Modern Foremanship, 
Expert Bookkeeping. 


Cc. P. A. Gooching for Advanced 
Accountants 


Modern Business Correspondence. 
Credit and Collection Correspondence 
Business Eaglish. 


Stenography— Stenotypy. 
the vew up-to-date machine shorthand. 


Effective Speaking. 
Railway Accounting. 


Training iw 


Find Yourself Through LaSalle! 
LASALLE EXTENSION 


DEPT. 12348-K 
I would welcome full particulars regarding Opportunities in 


Present Position 


CHICAGO 


Please send me your tree book on the training indicate : 
line of LaSalle plan—all entirely free. . d, and an out 


| 
| 
Address 
& 


+ + cluding Germany’s demands for a 


restoration of her colonies. The 
communique said the conferees had 
deciaed this problem was one that 
could not “be considered in isolation, 
and moreover would involve a num- 
ber of other countries.” The others 
involved would include Belgium and 
the three British dominions, Au- 
stralia, South Africa and New Zea- 
jand, which hold former German 
colonies as League of Nations, man- 
dates. 


Still other nations to be consulted 
might also include Italy and Japan, 
which gobbled up German territory 
after the World War. But since these 
two powers are now allies of Ger- 
many in the cthree-power “anti- 
communist” pact, Herr Hitler is not 
expected to ask them to disgorge. 


“ANTI-COMMUNIST” BLOC 

The “anti-communist” allies did a 
little mutual back-scratching on 
their own account last week. Italy 
extended official recognition to 
Japan’s puppet state or Manchukuo, 
and Japan reciprocated with official 
recognition of Gen. Franco’s rebel 
“government” in Spain, that is 
backed up by Mussolini. 

Italy is only the third nation to 
recognize Manchukuo, the others be- 
ing El Salvador and Japan. Other 
nations, following the Stimson doc- 
trine proclaimed dy. President Hoov- 
er’s Secretary of State, have held off 
from acknowledging the nationhood 
of this chunk 
of China. 

Germany, the third party in the 
“anti-communist” pact, thus far also 
has refrained from recognizing Man- 
chukuo, reportedly because of a wish 
not to embarrass German trade re- 
lations with China. But Germany 
also is reported to be capitalizing on 
her pact with Japan by pushing her 
trade with Manchukuo. A leading 
Reich banking firm last week ex- 
tended $10,000,000 credit to Manchu- 
kuo for purchase of German goods. 


IL DUCE AS AN EDITOR 
At Rome, Mussolini’s personal or- 
gan, Jl Popolo d’ Italia, in a bristling 


_ editorial believed to have been writ- 


ten by Il Duce himself, derided the 
futility of the Brussels conference, 
which the Italian delegation had 
done its best to help wreck, and 
huffed and fulminated defiant warn- 
ings against Britain, France or the 
United States trying to take any 
strong measures to stop Japan, be- 
cause “Japan is invulnerable.” 


In return for Japan’s recognition 
of Gen. Franco, the Spanish rebel 
chieftain was expected to recipro- 
cate by extending his recognition to 
Manchukuo. Meanwhile Gen. Franco 
pushed his pretensions to a fait ac- 
compli of rebel nationhood in Spain 
by proclaiming a naval blockade of 
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af Spanish ports held by the gov- 
ernment forces. The British gov- 
ernment promptly protested that 1t 
would refuse to acknowledge the 
blockade, since Gen. Franco’s “gov- 
ernment” has not been accorded the 
rights of a belligerent. 

In Hungary elderly Admira)] Hor- 
thy woke up one morning iast week 
to fina himself proclaimed “Kins 
Nicholas I.” A Nazi mass-meeting 


had aone the King-making and pos:- 
ed placards proclaiming the roya! 
elevation. ‘Police tore the posters 
down—but not until many citizens 
had been led to believe that the 
Hungarian throne, unoccupied for 
17 years, at last had an occupant 
The Nazi leaders were arrested tor 
revolutionary activity. 

Their move to crown Horthy was 


believed to have been directed | 


against the monarchist group that 
wants a Hapsburg restoration. Hun- 
gary is still a kingless kingdom, its 
throne, held by Hapsburg emperors 
till the end of the World War, being 


considered temporarily vacant, while 


Admiral Horthy acts as regent. He 
was named to the regency in 1920 
by a popularly elected parliament 
after the fall of brief republican and 
bolshevist regimes in 1918 and 1919. 


It is just a year ago that we decided 
to talk to several million people 


Chapter Twelve 


each month about Santa Fe’s part in that safe, sure, swift 
movement of goods and commodities vital to the func- 
tioning of our modern life. In short, to undertake general 
freight traffic advertising @ Confession is good for the 
soul. The Santa Fe bad never before written a freight 
traffic message for.national circulation @.We explored 
many lines of approach. All seemed narrow and stereo- 
typed. We peered at our freight statistics. By themselves 
they were naked and cold @ Then, quite by accident, we 
looked behind those stark figures. Instantly we found life 
and warmth, with the gleam of Santa Fe rails woven 


Lettuce aye 


4 


through the whole ‘rich story of 
America at work, producing and 


consuming, building, striving, achieving @ Ic is that story 
we have been telling this year, in brief monthly chapters, 
helped by the magic of pictures @ Unorthodox freight 
copy, perhaps. But through it we have sought to intrigue 
you, as an individual, with the gripping humana record 
underlying production and distribution of even the 
simplest things you use, and to increase your use of them, 
even a little; to thus help American producers and ship- 
pers to broaden markets; and to display Santa Fe’s ability 
to give the utmos¢ in efficient freight transportation. 
against a background of daily achievement. 


Friend 


your engine 


The friendliest thing a man can do for your 
engine is to keep it an alert, vibrant, eager 
thing—instantly obedient to your will. 

This man offers you Texaco Fire-Chief to 
do just that, not just “regular” gasoline but 
Fire-Chief. 

It will deliver full power to your engine in 
1/100th of a second. 
work in Texaco laboratories have been de- 
voted to developing its notable Texaco 
response, 

No matter where you travel, you can al- 
ways find Fire-Chief, because more than 
forty-five thousand: dealers have put their 
judgment behind it—independently. 


Months of patient 


Try a Texaco Dealer next time. 


TEXACO DEALER 


TE WACO 
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LESS REGULATION: AN 


Full text of an address delivered # so many other production groups— them. 


at the 31st annual convention of 
the Association of Life Insurance 


Presidents in New York City, 
Dec. 3. 
TO cne could possibly appear be- 
fore an organization such as 
this, with a membership compris~ 
ing such outstanding leaders of 


finance, charged with perhaps the 
greatest of responsibilities—the pro- 
tection of mankind against the vicis- 
Situdes of life, and necessarily re- 
quiring in the exercise o1 that re- 
sponsibility, a broad understanding 
of the nation’s industria: affairs— 
without having a real appreciation 
of the difficulties of meking any 
contribution in the way of new or 
advanced thinking on any of the 
complicated relationships involving 
our national economy. 

This 1s particularly true today 
when there are available the obser- 
vations of many keen and experi- 
enced analysts who record daily, for 
the consideration of all of us, the 
movements within our economic and 
related political areas and their im- 
plicauions as effecting the naticnal 
welfare. All I can possibly hope for, 
therefore, is to present some old 
idea, in a new way, trusting that 
that different approach may empha- 
size the importance, in your minds, 
of some of the problems of Ameri- 
can industry as to which many of 
us have been gravely concerned for 
a long time past. And I want to 
thank you for that opportunity. 

It is always my practice, in deal- 
ing with any problem, to first as- 
certain, as best I can, all the exist- 
ing circumstances and available 
facts concerning that problem. Let 
us attempt, therefore, to picture in 
as few words as possible, the indus- 
trial economic situation as ‘it ap- 
peared yesterday, so to speak, and 
then again, as it presents itself to- 
day. 


BUSINESS: YESTERDAY—TODAY 

We have been passing through 
four years of an advancing indus- 
trial trend. Employment has been 
rapidly increasing.. The production 
of goods and services has been ex- 
panding on a broad front. Pay rolls 
and hours of employment have been 
mounting. Losses have been turned 
into profits and profits have been 
generously distributed—still further 
adding to the purchasing power of 
the community at large. The whole 
national economy has followed the 
usual course of a norma: recovery 
movement. This has happened many 
times in the past. It undoubtedly 
Will happen many times in the fu- 
ture. It is a natural, and, to an im- 
portant degree, an irresistible move- 
ment.. It has been accomplished 
without undue Strain on our credit 
Structure and, personally, I believe 
without any unreasonable over- 
valuation of security prices in gen- 
eral—certainly not as a result of 
undue speculation. 

Industrial production has not yet 
reached the records of previous up- 
Swings. And this has always hap- 
pened in the pas* before a change 
in the trend has taken place. There 
is available a tremendous latent de- 
mand on the part of the masses 
for more goods and services to add 
to the comforts and pleasures of life 
and make possible a higher standard 
of living for all. This is true not 
Only because of the shortage still 
resulting from the depression, but 
from the more fundamental stand- 
point as well. Our people are en- 
titled to more. 


RAW MATERIALS PLENTIFUL 

The component parts for the pro- 
duction of these needed goods and 
Services are available in ample 
quantities, and right within our- 
‘Selves—raw materials of all kinds; 
skilled and unskilled lahor; highly 
efficient manufacturing plants—all 
are at hand, as well as an unrivaled 
manulacturing technique to produce, 
from these component parts, useful 
articles to supply the demands for 
more things for more peop!e, every- 
where. Out of such a picture, it 
seems to me there clearly stand the 
indisputable fact that the recov- 
ery movement, which began to as- 
Sume control of our naticnal econ- 
omy in the summer of 1932, could 
not Nave run its normal economic 
course aS measured by the record 
of similar events in the past and 
judged by all the circumstances as 
they now exist. Such was the pic- 
ture of yesterday! 

What of today? Things have 
changed, and over night! Security 
values have fallen by something like 
40 per cent. Steel production—a pri- 
mary index of industrial activity— 
has dropped by two-thiras. Indus- 
trial production in many other lines, 
is being rapidiy curtailed by short- 
ening hours and reducing the num- 
ber of worke's. Thus pay rolls are 
Shrinking, and unemploy:ent is in- 
creasing. Car loadings are declining. 
Automobile production—p2rhaps the 
most Important index of industria] 
activity because of its influence on 
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is falling off. 

Now, what has brought avout such 
a contrast between the oicture ol 
yesterday and the prospec: of today? 
I believe the answer to »e reason- 
ably clear. There has oven super- 
imposed upon the norma! course Of 
the recovery movement, certain in- 
fluences—some due to our national 
economic policies and thers, psy- 
chological in nature—wni'ch have 
resulted in not only airesting but 
actually reversing the nermal trend 
of the recovery moveme:it. 

I am quite convinced iuat in no 
sense of the word is there a new 
depression, as such, getting under 
way. I am, however, persiaded that 
it may generate into a ieal depres- 
sion .f we continue to pupsue the 
course that we have been following. 
What we are at the mument ex- 
periencing, I believe to be a serious 
interruption in our recovery from 
the old depression. 

If that be true, there ic not much 
use of attempting forecast 
whether the change will be long and 
serious or short and moderate, for 
it may be either. We might better 
direct our intelligence and our ex- 
perience toward determining and 
then eliminating the fundamental 
causes of the slump in which we 
now find ourselves. 


COOPERATION IMPERATIVE 

The problem, if it is to be met at 
all, demands the aggressive atten- 
tion of agriculture, industry, finance, 
and government. All are involved 
in its solution. It demands coopera- 
tion, and to the normal definition of 
“cooperation” as “working together 
for a common cause” I add: “with 
confidence in each other and with 
mutual respect.” Without that, the 
whole effort falls of its own weight. 
To delay may be dangerous to all 
concerned. 

Now, if you should ask me what I 
regard as the most elementary prob- 
lem, speaking in an economic sense, 
that industry has to deal with, I 
should be inclined to say that it is 
nothing more or less than the tech- 
nique of distributing its productiv- 
ity among the component parts di- 
rectly involved therein. I should de- 
fine these “component parts” as the 
workers; the owners, represented by 
management; the consumers; the 
government, and the future—the last 
named being a “silent partner” in 
which all the others have an im- 
portant interest from the standpoint 
of their progress with stability. 

The share of the worker’s group is 
represented by the hourly wage and 
the number of hours of work. In 
other words, the annual income. The 
consumer’s position is determined 
by the price level—the price of 
goods and services. The owner's 
group by profit and its realization in 
dividends or their equivalent or ac- 
crual on investment. 

The government, by the part it 
levies, in-the form of taxes, for its 
services in maintaining an orderly 
and an equitable opportunity for ac- 
comptishment. To the fuiure must 
be allocated a certain share in the 
form of earnings retained to insure 
to the enterprise the essential stabil- 
ity over the years, and to provide for 
the necessary expansion in produc- 
tion—always more goods and serv- 
ices essential to our national ob- 
jective of an ever-increasing stand- 
ard of living. Still further, and to 
the same point, to accelerate that 
increase by providing the enterprise 
with better instruments of produc- 
‘ion made possible through an ever- 
advancing technology, resulting in 
lower costs and Selling prices. 

Now, if we combine these various 
constituents into one large group, 
we have the entire community—all 
are involved. We find, moreover, 
that many belong to more than one 
group as well as to several different 
groupings. For instance, workers 
are consumers, and they must be 
made so to an ever-increasing de- 


sree. Owners are likewise consum- 
ers They frequently are workers, as 
well. 


GROUPS INTERDEPENDENT 

The position of each group is de- 
pendent upon a proper economic 
balance being maintained at all 
times among all the groups and 
through all the multiplicity of 
groupings. That is the key-note of 
our whole American industrial sys- 
tem. As a matter of fact, that bal- 
ance is so vital that I do not think 
it is an exaggeration to say that 
the future of American industry, 
involving the development of a con- 
tinuaily better standard ot living for 
all—especially for the !ower strata 
of our population—the perpetuation 
of the capitalistic system, and the 
maintenance of democracy itself, de- 
pends very largely upon the intelli- 


gence with which we distribute the. 


productivity of industry among thes? 
Various groups. And in dealing witn 


this vital problem we must bear in 
mind that there is a constant shift- 
ing Of position taking piace among 


| 


a continuous adjustment 

There must be the maximum ot 
flexibility; otherwise the system gets 
out of balance, resulting in declin- 
ing productivity and even chao: and 
disintegration. To freeze any com- 
ponent part tends ultimately to 
freeze the entire system Out of 
such situations come our periods of 
unbalanced prosperity result- 
ing depression. The maximum pro- 
ductivity, the greatest benefit for all 
—which certainly should be the ob- 
jective of the joint enterprise—can 
only be attained and _ preserved 
through intelligent cooperation and 
a recognition on the part of each 
group, of its own responsibilities, to- 
eether with a willingness to respect 


eval 


the equitable rights of all other 
grouns. 

Such is what we might call “In- 
dustry’s organic structure.” Now 


what is the philosophy that should 
determine the relationship among 
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workers is equivalent to the in- 
creased selling prices, there is still 
a loss in the consumption and pro- 
duction of goods because the in- 
creased income is _never uniformly 
distributed. 

The point I want to make is that 
the only sound step toward our ob- 
jective is to do those things that re- 
duce real costs. This can only be 
accomplished by increased _ effic- 
iency. If the productivity of any in- 
dustry is on a high plane of effic- 
iency, from the standpoint of its 
technological advancement, such for 
instance, as is the case in the auto- 
motive industry, the participation of 
the worker group can very properly 
be higher than the general average. 
It might be weil said that the excess 
of the wage level over the average is 
in direct proportion to the higher 
standard of technology. But there 
is a limit beyond which that cannot 
be justifiably carried, for rather than 


TR. 


these component parts, if we as- 
sume our objective to be.a continu- 
ous and ever-increasing flow of 
goods and services so that more peo- 
ple will have more and more things, 
thus promoting material and social 
progress with stability? 

First, we must recognize, that our 
objective necessitates a constant in- 
crease in the physical volume of pro- 
duction. Too many seem to think 
that, in some way or other, we can 
have more by magic. On the con- 
trary, that objective can only be ac- 
compiished by the laborious task of 
obtaining the essential materials 
from the mines, from the forests, 
and out of the ground, and carrying 
them through the various processes 
of fabrication until they reach some 
form useful to mankind. 

As a nation, we still have to learn 
that neither more leisure nor a fan- 
tastic distribution of property, nor 
higher prices, but on the contrary, 


more work done more efficiently is | 


the only possible approach to the 
highly-desirable objective that we 
have in mind. 

Now, if we are to have more 
things, we must have more custom- 
ers to consume those things. Every 
owner, every worker, every one, ev- 
erywhere, .must be made into the 
ereatest possible consumer. That 
being the case, let us look at the eco- 
nomic position of the worker’s group 
in industry’s scheme of things. 

Suppose we increase the worker’s 
share through increased wages, in. 
the effort to increase the capacity 
to buy. Manifestly, the consumer 
must pay more and the owner must 
take less, or both together, must 
make up the difference. The govern- 
ment tends never to take less, but 
always more. 


CAPITAL RETURN LIMITED 

Now, a survey of the profit posi- 
tion of American industry over the 
business cycle demonstrates that, 
in general, the return on the cap- 
ital employed is relatively so lim- 
ited that it is impossible for any sub- 
Stantial increase to be allocated to 
any group without being reflected in 
increased prices to the consumer 
group—the consumer must pay. 
Higher prices mean a reduced flow 
of goods for the reason that there 
are fewer consumers at higher 
prices. If the hours of the workers 
are reduced with the same rate of 
pay, the economic result is exactly 


the same. And even if we assume | 


to go beyond that economic limit it 
is better to reduce prices within the 
reach of a greater number of buy- 
ers, thus stimulating production and 
increasing employment with a 
greater flow of goods. 

Unfortunately, too many hold that 
technological unemployment, result- 
ing from increased efficiency or a re- 
duced labor content in goods, is one 
of the great dangers of our indus- 
trial system. As a matter of fact, 
the contrary is true. Right there lies 
industry’s greatest opportunity for 
accomplishment. The progress and 
stability of our industrial system is 
measured by its ability to capitalize 
technological progress in the in- 
terests of all groups. 

Any contribution, be it in the form 
of a better machine or improved op- 
erating technique, even if the sub- 
sequent result is to apparently re- 
duce employment at source, 
makes a contribution toward a 
higher standard of living because it 
means lower prices, stimulated con- 


‘ sumption and added overall employ- 


ment somewhere within the indus- 
trial area. 

Then we must give thought to the 
future. Part of our productivity 
should be set aside in the torm of 
Capital, to take care of the periods 
of adjustment that are bound to oc- 
cur no matter how intelligent we 
may be. And having always in mind 
an increased flow of goods, addi- 
tional capital must be made avail- 
able for the expansion of our plants 
and the provision for better instru- 
ments of production in line with our 
ever-improving technology. 


PSYCHOLOGY IMPORTANT 

Aside from the economic aspects 
of the problem, we have the psy- 
chological phase. This today is of 
vital importance. Willingness to 
accomplish, initiative and ability 
wherever it exists, mus! be encour- 
aged and properly rewarded—not 
penalized and persecuted We can 
not do these things that are so de- 
Sirable by ‘that approach to the 
principal agency which makes suc- 
cess oossible. 

Now, What has happened? How 
are we handling the great problem 
of the essential balance among the 
groups within industry? Let us see! 
First, many of the worker’s groups 
—especially the ones earning the 
highest wages already -nave re- 
ceived an important and rapid in- 
Crease in their participation in in- 


to be reflected in a ravia increase 
in prices to the consume, as well 
as in a reduced return « investors 
As to the more poorly paid workers, 
relatively little nas been avcom- 
plished. Thus prices in genera! have 
advanced more rapidly than pur- 
chasing power, taking the system 
as a wnole, thereby prejudicing both 
consumnption and employment. 

Not only that, but worker yroups 
have been permitted to interfere 
with the flow of goods and services 
through costly strikes, thus reduc- 
ing the physical volume of produc- 
tion. In some cases, Minority groups 
have prevented the majority trom 
working even on terms entirelv sat- 
isfactory to that majority In other 
respecis they have demonstrated an 
utter lack of responsibility entirely 
out of keeping with the obligations 
they nave been granted as a com- 
ponent part of the industrial sys- 
tem. These things have resulted in 
questioning the fundamental rights 
of property and in promoting 4 lack 
of confidence and fear as to the 
future ahility of industry tc perform 
and to earn. 

It is the function of government 
to provide an orderly procedure 
which protects the equities of all 
concerned. It should not, through 
either laws or action, establish rules 
which promote unduly tke interest 
of one group as against the others. 
And that is just what has been done. 


“CONSUMER ALWAYS PAYS” 

Again, government exacts an ever- 
increasing charge for services ren- 
dered, thus taking by far too great 
a part of the national income. Even 
then it spends more than it collects, 
throwing doubt upon all prices 
through fear of inflation. Witness 
the unbalanced budget and the con- 
tinually-increasing burden of direct 
taxation on business. Naturally, 
prices rise—they can’t do otherwise, 
for the consumer always pays. 

But unfortunately, all consumers 
can not pay; therefore instead of an 
increase, we have a decrease in the 
flow of goods. There is less work to 
be performed. Government, desirous 
of further increasing its share, pe- 
nalizes the future by exacting a 
charge through the ownership group 
against those who have the courage, 
the initiative and the ability to 
aspire to do a better job, both with 
respect to producing more goods, 
which requires capital, and also in 
producing those goods more effi- 
ciently through better instruments 


of production, which also requires — 


capital. 

It inflates purchasing power in 
good times, and deflates it in bad 
times, hence increases the extremes 
of the business cycle and adds to 
the seriousness of periods of depres- 
sion. Witness the tax on undistrib- 
uted profits! 


That is not all, however! Govern- 
ment further exacts an ever-increas- 
ing share of the productivity of in- 
dustry which investors directly re- 
ceive, to the point where both the 
amount of available capital is un- 
reasonably limited and its flow into 
industry is retarded. Witness the 
personal income tax! Again, through 
the enactment of another penalty 
tax, government freezes the natural 
flow of capital from one place to 
another, resulting in too high values 
in some cases, and to low values in 
others, and paralyzing, to an im- 
portant degree, what ought to be a 
free and unrestricted movement of 
capital, both into and within the 
security markets. Witness the cap- 
ital gains tax! 

Furthermore, where we ought to 
have the maximum flexibility in all 
things economic, at all times, we ar2 
rapidly ceveloping a system of price 
controls, one after another—because 
one invariably leads to another— 
both within the industrial system 
and throughout the who:e national 
economy. And, unfortunately, each 
of these controls apparently has no 
relationship with any other. 

The object supposedly is to sta- 
bilize prices and to protect purchas- 
ing power, but the result is to throw 
the industrial system farcher out of 
balance and to endanger the equi- 
librium oc: the whole econemic struc- 
ture. The situations, which I have 
just outlined, are typica! of the 
many influences that are adversely 
affecting industry’s ability to per- 
form, hence prejudicing the coun- 
try’s national economy. 


EQUITABLE WAGE ESSENTIAL 


The record, however, is not ov any 


means limited to these part.cular 
‘considerations. Within ownership 
and .ts management, we too often 


find a lack of understand'ng ot the 
fundamental policies so essential to 
industry’s progress with stability. 

With all these things happening, 1s 


it any wonder that confidence in the 
industry has 


future of American 
been impaired and that. the produc- 


tivitv of our industrial machine 1s 
result 
j that the normal course of recovery 


ranidiv with the 


versed? The question of the mo- 
ment is: What are we going to do 
about it? Certainly it involves a 


great emergency. Action is essential 
with a realistic approach on the part 
of the responsible agencies involved. 
From what I have attempted to out- 
line, there naturally arise two sep- 
arate approaches, in the way of def- 
inite action, that might be taken. 
One consists of certain concrete pro- 
posals, the necessity of which is so 
apparent to all that in mentioning 
them I realize that, with perhaps 
one exception, I am not offering 
anything new. On the contrary, lam 
simply raising one more voice to em- 
phasize their importance to Ameri- 
can industry in the situation in 
which it finds itself today. The other 
approach is of far greater’ signifi- 
cance, involving far greater difficul- 
ties. 


NEED OF CONFIDENCE 

Here is the first approach, as I 
see it: 

First. (a) There must be devel- 
oped a spirit .of cooperation with 
mutual respect and _ confidence 
among all groups. This is especially 
important to the two groups im- 
mediately concerned in the develop- 
ment of industry’s policy functions 
—industrial management, on ‘the 
one side, and government, on the 
other. Industrial and _ political 
statesmanship of the highest order 
are urgently needed. 

(b) The rules under which indus- 
try is to operate must be established 
specifically by law—not by bureau- 
cratic control. 

Second. The budget must be bal- 
anced by reducing expenses of gov- 

rnment—not by increasing taxa- 
tion. Government’s share is already 
absording far too great a part of our 
national income. | 

Third. We must change our 
method of levying taxes, not in fa- 
vor of any particular group, but to 
insure an equitable distribution of 
the costs of government, so as not to 
restrict unduly the production and 
distribution of wealth in the interest 
of all. In doing so, we should give 
immediate consideration to the fol- 
lowing: 


THE CAPITAL GAINS TAX 

(a) The capital gains tax should 
be eliminated to accomplish the 
best result. It should, in any event, 
be sharply reduced to the end that 
there may be a free and unrestricted 
flow of capital into and within the 
security market. 

(b) While it is unsound for any 
business to retain earnings not 
needed, in an economic sense, the 
difficulty of providing for all the va- 
ried conditions that arise suggests 
the elimination of the tax on undis- 
tributed earnings. It is a particu- 
larly dangerous burden on industry, 
in all events. If this is not done, 
some reasonable percentage, say 20 
per cent, should be definitely al- 
lowed to provide for future needs, 
without penalty. While the burden 
on smaller units of business may, at 
the moment, be more generally rec- 
ognized, the burden on the larger 
units will be recognized in a far 
more spectacular and disastrous de- 
gree as industry passes into the next 
period of adversity. 

(c) I suggest a credit on profits 
retained subject to tax—if that 
method of taxation be continued— 


- where business invests earnings in 


capital goods for expansion. I sug- 
gest a credit on profits retained sub- 
ject to tax, as well as a corporation 
income tax credit where “business 
invests earnings for the replacement 
of old with new instruments of pro- 
duction, irrespective of expansion. 
Here the credit should be on the 
basis of the undepreciated amount. 
This latter procedure is highly de- 
sirable because of the vital need of 
lower selling prices. Employment in 
the capital goods industry that so 
frequently lags behind would also 
be stimulated. 


BROADER INCOME TAXES 

(d) Income taxes should be levied 
on a broader basis, not only from 
the standpoint of revenue, but more 
particularly from the standpoint of 
insuring a greater responsibility of 
government. If everyone, instead 
of the three or four out of a hun- 
dred as now, were made tax con- 
scious by paying an income tax, 
however small, the government 
would make, and the public at large 
would save, many millions of dollars 
annually, that never would be spent. 

Fourth. (a) No law that prej- 
udices unfairly the interests of one 
group as against another, can ever 
stand the test of time. It is wrong 
morally and economically. It is par- 
ticularly objectionable where the 
groups are closely inter-related. The 
Wagner Labor Relations Act should 
bé amended if the broad interests of 
industry, the publie and labor itself 
are to be served. 


LABOR’S RESPONSIBILITY 

(b) The workers within industry, 
when assoviating themselves to- 
gether in the form of unions, must 
acccpt the same degree of respon- 
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This must be recognized by + that the increased income to the + dustry’s productivity. This has had + has not only been retarded, but re- + sibility as do other groups to re- 


spect the rights of othets, vo obey 
the law; to honor their contracts, 
and recognize their just share of in- 
dustry’s productivity. 

Fifth. If a minimum wage and a 
maximum work week are to be 
established on a national basis, the 
Standards should be determined by 
law—not by bureaucracy. In so do- 
ing, the standards should be set at 
such a point as not unduly to un- 
balance, economically, those areas 
in which money wages are below av- 
erage levels. Improvement then 
Should be by an evolutionary process 
as adjustments take place. Longer 
than the maximum hours’ should 
be permitted by the application of a 
reasonable penalty in the form of a 
Wage premium. Maximum flexibil- 
ity must at all times be maintained. 
The higher standards justifiable in 
many industries, as well as necessi- 
tated by the greatly varying cost in 
living, should be determined by col- 
lective bargaining. Where that is 
not available, it should be left to 
the action of management and 
measured by competitive standards 
existing in each community. Busi- 
ness is operated today on greatly 
Varying wage standards. Some may 
be lower than are economically or 
socially desirable. But, to destroy 
by revolution the balance estab- 
lished over a period of years, as es- 
sential to carrying on what now ex- 
ists, is an exceedingly dangerous 
procedure. It must be avoided. 


THE GRAVEST DANGER 


But highly essential as these, or 
other proposals that might be made, 
may be in promoting a better op- 
erating opportunity within industry, 
they can not, in my judgment, of 
themselves produce either the in- 
tended effect or the results that 
many hope and which ali of us so 
much aesire. This, for the reason 
that they can not overcome the 
main obsiacle to the general revival 
of American enterprise. 

This obstacle is even, more funda- 
mental in character. It involves the 
very foundation upon which our in- 


_dustrial enterprise is based. The 


condition of paralysis that is spread- 
ing through our national economy 
today is because of fear that that 
foundation is in jeopardy, hence 
confidence is lacking. Too many 
believe, and too much has been done 
to make them believe, that the in- 
dustrial system, as we understand it 
today, is being permitted to exist as 
a more or less temporary expedient 
—tolerated, I may say. Hence, that 
it is to be substantially altered or 
perhans superseded. 


SPIRIT THAT IS NEEDED 

The spirit of industrial enterprise, 
which has contributed sc much to 
our progress of the past, must be 
reestablished on a firm foundation 
by demonstrated fact and under- 
Standing as to objectives and meth- 
ods before American industry can go 
forward with confidence—nothing 
else wiil do. 

The aliernative is simply to delay 
the finai accounting. Until that 
time, men will not invest their sav- 
ings and risk their property, neither 
will they do those other things so 
essentiai in stimulating the expan- 
Sion of industry along the broad 
front necessary to effectively pro- 
mote our national economy. 

And simply because they can not 
have the essential faith when in- 
volved in such great uncertainties. 
That appears to me to be the pri- 
mary caiise around whici: radiates 
all the secondary influences leading 
to the present situation. 

Now, ! have laid before you those 
problems with which industrial man- 
agement has been so gravely con- 
cerned. All must subscribe whole- 
heartediy to the objective of more 
things for more people everywhere, 
partici.arly having in mind those 
who today have the least. That has 
always been the purpose of indus- 
try—it could have no other purpose. 


“THEORY OF PLENTY’ 

I go so far as to say that I do not 
believe many have the imagination 
to visualize what is possible if we 
are willing to do those things that 
make it possible. Industry’s objec- 
tive requires the application of the 
“theory of plenty”—always a greater 
flow of goods and services. | 

Our difficulty is, that our operat- 
ing policies—such as_ increasing 
prices; less work; reduced flow of 
goods; bureaucratic control; arti- 
ficial restrictions—lead us directly 
to the application of the “theory of 
searcity”—less things for more peo- 
ple. 

We must readjust our national 
politics in accordance with our na- 
tional objectives. But essential as all 
that is, of far more vital import- 
ance, and surrounded with far 
greater difficulty in its solution, is 
the re-establishment of confidence 
in the future of American enter- 
prise. 

American industry has, from its 
very inception, traveled down the 
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HE philosophy of Prof. Felix 

Frankfurter, professor of law 
at the Harvard Law School, 
has been credited with shaping 
many policies of the present Ad- 
ministration, and many of his 
former law students have oc- 
cupied and are occupying im- 
portant key posts in the Gov- 
ernment. 

Prof. Frankfurter is seldom 
quoted in public print and for 
that reason THE UNITED STATES 
News believes that its readers 
will be interested in reading the 
full tert of his address, Dec. 2, 
before The Survey Associates 
in New York City. The address 
is printed below: 


N THE occasion of every impor- 

tant celebration there comes to 
my mind, for some strange reason, 
the sentence I heard in my youth in 
the last fateful speech of President 
McKinley at Buffalo. “Expositions,” 
he said, “are the timekeepers of 
progress.” What a typical nineteenth 
century sentiment... 

That fortunate, self-deluding age 
believed in the idea of progress—a 
wholesome and robust faith, which 
generates effort toward its attain- 
ment and without. which cynicism 
and defeatism all too easily become 
dominant. But the nineteenth cen- 
tury not merely talked of progress. 
It unfortunately too readily assumed 
that progress was inevitable. 


Now we are in a much more chas- 
tened mood. We do not speak so 
glibly of progress, and certainly do 
not identify the progress of the ma- 
chine with the progress of man. Not 
that the nineteenth century was 
without its warning voices, both 
here and abroad. But it is signifi- 
cant that today some of the gravest 
and most penetrating anxieties re- 
garding the gap between the prog- 
ress of science and the moral health 
of society are voiced by the great 
leaders of science itself. 


No statement, I believe, today 
would venture to find in any ex- 
position of material things satisfy- 
ing proof of the quality of our con- 
temporary civilization. I do not 
seem to decry things, the material 
conquests of man. But the vital, is- 
sue for any society is what we 
do with them, what they do for us 
and to us, and on that issue I do 
not Know a more illuminating, bal- 
anced and courageous reporter than 
the Survey has been during the last 
25 years which tonight we celebrate. 


A GLIMPSE INTO FUTURE 
With characteristic creative direc- 
tion Paul Kellogg ‘editor of the 
Survey and the Survey Graphic) 
has sought to give organic unity to 
the remarks tonight by asking us 
to evoke the shape of things to 
come. 
This is a most salutary good for 
the orientation of thought and ac- 
tion, for. it is a tonic attempt to 
. Shake off the confusions and con- 
flicts of the past and to seek to in- 
fluence the only thing we can influ- 
ence, the future. Unfortunately, 
however, the future is not a clean 
Slate. The life of society, as of the 
individual, is a palimpsest. What 
has been, or at least what we think 
about what has been, may very con- 
siderably influence what will be. 
The shape of things to come de- 
pends not a little upon the resem- 
blance of things past. One’ of the 
Strange paradoxes about man is his 
disdain of theory as theory and the 
dominance of theory in practice. 
William James spoke of “irreduci- 
ble and stubborn facts.” But I think 
I can summon history to witness 
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road of opportunity—always encour- 

_aged in its ambition to assume great 
undertakings; largely free to work 
out its own destinies; recognizing at 
all times that even to survive. let 
alone to progress, it must do always 
& better and usually a bigger job; 
Satisfied with the possibility of a 
reasonable profit for services satis- 
factorily rendered. 

All recognize that such a system, 
involving as it does human am- 
bitions and shortcomings, is not by 
any means perfect—nothing ever is. 
It necessarily must be modified and 
adjusted from time to time in har- 
mony with the evolution of things. 

But trrespective of every consider- 
ation, truly marvelous *hings have 
been accomplished. Is the road of 
yesterday to be the road of tomor- 
row? How is it to be reconstructed? 
Or are we to embark on some new 
adventure—the rules. objectives, and 
purposes of which we know nothing? 

That seems to me to be the real 
problem that America taces today. 
In the meantime. industry stands at 
the cross-roads of doubt and un- 
certainty—all ready to gc. It asks. 
however, and I believe jt has every 


right to ask “WHICH WAY?,” as it | 


moves into the future. 


THE CHALLENGE THE CHANGING TIMES 


Frankfurter, Professor of Law, The Harvard Law School 


By Felix 


that theories are even more stub- 
born than facts. Men who suggest 
that no one who has not had to 
meet a payroll is entitled to speak 
on social policy, sometimes seek to 
meet their payrolls on theories 
whose validity they have never criti- 
cally examined, or whose origin was 
based on facts which have long since 
been supplanted. 

The elder Huxley once said there 
is nothing more tragic than the mur- 
der of a big theory by a little fact. 
But he hastened to add that noth- 
ing is more surprising than the way 
in which a theory will continue to 
live long after its brains are knocked 
out. 


TWO POWERFUL HOPES 

The dominant theories concerning 
the individual and society determine 
our mental climate, and our mental 
climate—the intellectual and moral 
atmosphere which we breathe—de- 
termines the outcome of specific 
issues much more than the so-called 
intrinsic merits of these issues. It 
is well, therefore, to disengage our- 
selves from too much absorption in 
the immediate present conflicts, and, 
instead. to examine critically our 
general outlook and attitude. 

Two rotions exert powerful and 
destructive sway over us—the as- 
sumption of a Golden Age and the 
hope of a Utopia: a Golden Age that 
never was and a Utopia that never 
will be. These beliefs are powerful 
because they are rooted in romance, 
and for the same reason they are 
destructive. They provide the 
satisfaction of fairyland, but cloud 
the mind and debilitate the will in 
facing the grim realities of an in- 
tractable world. 


MAJOR DOMESTIC ISSUES 

Let me translate these airy gen- 
eralities into concreteness. Our 
major domestic issues are phases of 
a single central problem, namely, 
the interplay of enterprise and 
government. Taxation, utility regu- 
lation. control of the security mar- 
kets, labor standards, housing, bank- 
ing and finance—all these current 
issues turn essentially on the rela- 
tion of government to money-mak- 
ing and of money-making to gov- 
ernment. 

This central problem was with us 
long before the New Deal and will 
be long after it has passed into 
‘history. The controversies which it 
engenders have at bottom not been 
differences over details, but as to 
essential attitudes toward the or- 
ganic nature of modern, large-scale, 
industrialized society, and ultimately 
turn on the conception of the rela- 
tion of individuals one to another 
in the circumstances of our society. 

It is one thing to oppose a specific 
measure because economically un- 


sound or administratively unworkg | 


able or because the cure would be 
worse than the disease. Quite a dif- 
ferent thing is it. to oppose some 
empiric measure aimed at the cor- 
rection of a specific evil or for the 
promotion of some concrete public 
eood because such a measure runs 
counter to what are believed to be 
eternal verities embodied in slogans 
or formulas which themselves are 
merely expressive of the specialized 
experience of the past. 

Whatever may be the right or the 
wrong of Mr. Maynard Keynes’ 


particular economic views, that he 


is one of the great economic think- 
ers of the Western world would 
hardly be gainsaid. And yet he has 
written a whole book, as part of a 
Struggle of escape from habitual 
modes of thought and expression, to 
prove that the so-called classical 
theory of economic thought in 
which he was educated had merely 
special and not general applicabil- 
ily, and that the characteristics of 
the special case assumed by the clas- 
sical theory happened not to be 
those of the economic society in 
which we actually live. 


A CASE IN INSTANCE 


But see how a dogmatic position 
to the contrary—confronting the 
real problems of society with in- 
herited tags and phrases—operates 
in a concrete case. Just about the 
time that the Survey Associates was 
founded a committee of the Un:ted 
States Senate had before it a bill to 
raise the weight limit on fourth-class 
mail from four to eleven pounds, in 
a word, to extend the services of the 
United States post offices to include 
a system of parcel post. The meas- 
ure was opposed not by a showing 
of the probabilities of its economic 
effects in the light of experience, 
but “on the broad general grounds 
that the Government should not 
further engage in competition with 
its citizens; that our Government 
has already approached the halting 
line of socialistic and paternalistic 
legislation.” 

And this in the administration 
Of President Taft! Not only was the 
favorable European experience not 
deemed relevant; it provea that the 
proposal was un-American. Let us 
read irom the record: 

“I have just returned,” a witness 
testified, ‘from Europe and over 
there I found conditions exceedingly 


tax.” And the New York Evening 
Post foretold that the country would 
be ruined by the ‘accelerating evils 
of such socialistic legislaton.’ Ac- 
cording to Senator David B Hiil, the 
leader of the fight against the tax, 
“It was a discriminating, a sectional, 
a cOmmunistic tax.’ Ana Senator 
Sherman of Ohio summed it all up 
as “socialism, communism devilism.” 


AND THE FEDERAL RESERVE ACT 

And a final instance. It may 
come as a surprise to those who did 
not live through the enactment of 
the Federal Reserve Act ot 1913 that 
it, too, encountered the traditional 
abstract objections. According to 
the then President of the Chase Na- 
tional Bank, it was “socialistic” and 
sounded the “death knell” of the 
national banks. The leading bank 
president of Chicago characterized 
the act as “unjust and un-Ameri- 
can.” And once again the shadow 
of dictaiorship fell across the floors 
of Congress. “This bill . is a con- 
fession of dictation and absolutism, 
the like of which has no parallel in 
American annals.” 


—Wide World 


PROFESSOR FELIX FRANKFURTER 


A ‘GREAT SOCIAL WASTE’ 


bad under their system. Why. what 

they are having now are bread riots 

in England.” 

The Chairman: 
post?” 

The Witness: “Largely due to 
their system. and parcel post is a 
part of that system...’ 

ERROR OF RIGID OUTLOOK 

I have read this not for the pur- 
pose of gaiety but because in the 
mental attitude that it reveals, 
widely and sincerely as it is held, 
we have. I believe, the source of our 
oreatest difficulty, the difficulty of 
a rigid outlook upon a dynamic 
world. The grounds of objection to 
the varcel post bill which I have 
quoted are not mere historical curi- 
osities. Socialism, alien ideas, dic- 
tatorship, bureaucracy, centraliza- 
tion and their like are th? recurrent 
themes encountered in the legislative 
history of the United States for a 
full half-century. 

Not for a moment do I mean to 
suggest that the move active inter- 
vention of government in tbe affairs 
of men does not raise s¢1ious ques- 
tions for the proper safeguarding of 
those individual rights that consti- 
tute a fundamental difference be- 
tween autocracy’and democracy. 

I do not mean for a moment to 
imply that all the laws that have 
found their way on the statute 
books during the last 50 years were 
wisely framed or effectively admin- 
istered. But I do insist that if every 
attempt to remove abuses of our sys- 
tem or to promote its avowed ends 
has encountered the obstruction of 
abstract notions about Government 
as the enemy of society rather than 
as its appropriate instrument in ap- 
propriate cases, such abstract no- 
tions are discredited by the record 
of history. 


“Due to parcel 


For it cannot be that half a cen- 
tury of American government—one- 
third of our whole national existence 
—under the leadership of both par- 
ties and the different wings of each 
party can consistently have spon- 
sored legislation which deserved to 
be denounced consistently as alien 
and un-American. 


THE STORY OF THE ICC 

Would there were time to docu- 
ment this history of federal legisla- 
tion—and the same story could be 
told in the sphere of state legisla- 
tion—beginning with the Adminis- 
tration of Grover Cleveland. A few 
instances—taken at random—must 
suffice. This year marked the 50th 
anniversary of the first major in- 
tervention of the Federal Govern- 
ment, barring the tariff, into the 
area of economic enterprise. Today 
we take the Interstate Commerce 
Commission as much for granted as 
we do the post office. Yet, some of 
the most powerful influences in the 
land opposed the measure, as though 
it foredoomed the American system. 
Its very idea was abhorrent. 

“If this bill shall become law,” 
said Senator Leland Stanford, him- 
self a great railroad figure, “its 
consequences will be most digastrous 
... to the varied business interests 
of the country.” | 

And, speaking for Massachusetts, 
Senator Hoar announced that “the 
passage of this bill will create a 
panic.” Senator Platt of Connecti- 
cut found things in the bill that he 
called “anti-Christian,” and expres- 
Sive of “the old pagan idea,” “the 
old despotic idea.” 

Similar sentiments were expressed 
by leading members of the House. 
One of them protested against put- 
ting ‘the commercial and industrial 
interests of the country into the 
grasp of a single commission of 
men,’ and to another it was “a 
gigantic stride toward paternal gov- 
ernment.” One member of the 
House, however, ventured the pro- 
phesy that a later generation would 
be mystified by these unbridled 
fears. 

“The time will come,” the then 

4 


‘ 


Only in the fair perspective of this 
continuous interplay between gov- 
ernment and economic enterprise, 
for 50 years at least. are the pres- 
ent controversies really intelligible. 
And the lesson we draw from this 
history will largely determine the 
Shape of things to come. Surely the 
social historian of the United States 
will on the whole judge the course 
of events since 1887 a great social 


obscure Robert M. La Follette told 
the House, “when it would be a mar- 
vel how such abuses ever arose and 
why ‘they were so long tolerated: 
when all parties alike will wonder 
how the just and simple provisions | 
of this initiatory measure ever 
created such bitter and uncom- 
promising opposition.” 


AND THE INCOME TAX 


rac acanse ha “9 
Take another instance. when in ett “nr assess the relations 
etween business and egeavernment 
1893 an income tax calculated to 
vield $30,000,000 as needless social friction Needless 
’ a year was passed, waste and social friction not be- 


both in and out of Congress the 
measure was assailed as though it 
could only have emanated 
traitors to the Republic. 
According to The New York Sun. 
“Never in the history of this coun- 
try has so effective a measure been 
proposed for the creation and main- 
tenance of .tramps as the income 


cause opposition to all legislation is 
not in itself a contributing factor, 
nor because the specific «enactments 
Should not have been opposed in de- 
tail and sometimes even been de- 
layed in passage. 

The social waste has derived from 
the fact that obvious reforms, now 
recognized of all men, were unduly 


from 


delayca, and in the intransigent op- 
position to legislation as such the 
democratic legislative process was 
deprived of the indispensable con- 
structive criticism from tinose with 
special Knowledge even’ tnough 
sometimes also with special inter- 
ests. 


Such, an attitude of intransigence, 
deeply rooted in loyalty to certain 
abstractions, is at bottom the off- 
spring not of seli-interest but of 
self-deception and misconception. 
What is wrong is not devotion to 
inherited ideas—-they form, as Pro- 
fessor Whitehead has told us, “the 
tradition of our civilization”. But 
such traditional ideas are never 
static; “they are either fading into 
meaningless formulae or are gain- 
ing power by the new lights thrown 
by a more delicate apprehension. 

. No generation can merely re- 
produce its ancestors. You may 
preserve the life in a flux of form, 
or preserve the form amid an ebb of 
life.” 


THE DRIVE OF SELF-INTEREST 


Now the era of physical expansion 
after the Civil War was exception- 
ally favorable to the development 
of an aggresive and intransigent in- 
dividualism which imperceptibly 
but powerfully lent to building up an 
anti-social psychology, and _ cer- 
tainly an anti-governmental men- 
tality. In our kind of society there 
is bound to be a certain degree of 
conflict between self-interest and so- 
cial control. We believe in competi- 
tion, in the excitement of conflict 
and the testing of man against man 
in a fair fight. We not only like 
these things for themselves as the 
spontaneous expression of person- 
ality in a free society; we also de- 
pend on them to get things done. At 
least of our economic system the 
dynamo is self-interest—a_ self-in- 
terest which may range from mere 
petty greed to admirable types of 
self-expression. 

We must utilize this powerful 
drive of self-interest to perform the 
complex tasks of modern society. 


But in the circumstances of our 
time it cannot be trustea to do the 
whole job by itselr And so various 
forms of collaborative enterprise, 
including the largest club to which 
we all belong. namely. ‘ne Govern- 
ment, must step in, first to rein up 
self-interest where it is dcing harm, 
and secondly to perforin those tasks 
of mutual aid which mus* be done 
communally. And in the resistance 
to these practical, empiric ad hoe 
interventions of organized society by 
doctrines which either have oecome 
obsolete or only vartially valid be- 
cause qualified by counter-doctrines, 
we find the clue not ouly *o the 
history of the last 50 years but to 
the tensions of the future 

Once there is adequate recognition 
of the intrinsic complexity of the 
problems that confront us, and the 
extremely limited range of issues 
that can be settled out of hand by 
invoking general formulas however 
hallowed, the who.e mental climate 
in which these probiems are worked 
out and thought out will be changed. 

For then it will become manifest 
that the science of government is 
really the most difficult of all the 
arts; that it is in the language of 
one of the great justices of the Su- 
preme Court, uttered more than a 
hundred years ago, “the science of 
experimentation.” 

Once our temper of mind towards 
the problems that confront us has 
changed it ought to be more easy for 
us than for any other people, by vir- 
tue of our good fortune, to achieve 
with measurable success a gracious 
and civilized society. For were Mil- 
ton to address us, the rulers of this 
land, as he addressed the rulers of 
England 300 years ago, he could 
justly say: 

“Consider what nation it is where- 
of ye are, and whereof ye are the 
governors; a nation not slow and 
dull, but of a quick, ingenious and 
piercing spirit, acute to invent, sub- 
tle and sinewy to discourse, not 
beneath the reach of any point, the 
highest that human capacity can 
soar to.” 


own 
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f Pen is big...in size and spirit...in opportunity and 
income. 

Two and one-half BILLION dollars is big money, but that’s 
the average annual spendable income of Texas. Opportunities 
for sales activities are numerous and favorable because people 
here have money to spend. 

Manufacturing has increased rapidly during recent years 
and Texas factories annually turn out products valued at well 
over a billion dollars. The progress and advancement of Texas 
has been remarkable, but the real develop- 
ment has only begun. There is still plenty of 


Opportunity for business and industry to 
profit from the rapid growth of this great 


Southwestern market. PARSON 
Texas offers many advantages that are XY 

attracting industry to this big State. Abun- oxtanoma 

dant Raw Materials—cotton, wool, mo- WICHITA 


hair, fruits and vegetables, grain, packing : 
house products. Plentiful Natural Resources 
— low-cost fuel, the world’s biggest petro- 
leum production, building materials (brick 
and tile clays, granite, marble and other 


AUSTIN HOUSTON 


SAN ANTONIO cron 


stone and hard and soft wood timber). An 


tive 
trial 


Increasing Market —The 


last census showed an in- 
crease of 25%. Building permits for 1936 more than doubled 
those of 1935. Labor conditions are favorable, living costs 
are lower, the climate is moderate and neighbors are friendly. 


Transportation facilities, so important to the growth and de- 
velopment of any section, are excellent. Texas has more miles of 
railroad track than any other state in the nation —16,660 miles 
of railways interlace Texas cities and towns. 

The Katy is proud of the part it is play- 
ing in the development of Texas a the 


Southwest. It operates fast, convenient, 
dependable schedules of thoroughly mod- 
ern passenger and freight trains that link 
principal Texas cities with metropolitan 
centers of the North and East. 

As part of its progressive and construc- 
en the Katy maintains an Indus- 

epartment which will supply definite 


information about opportunities in Texas. 
Address the Industrial Development De- 
partment, Missouri-Kansas-Texas Lines, 
St. Louis, Mo., or Dallas, Texas. 
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Crop Controls at Home 


And in Other Lands 


Cartels not broken down. Story of 
coffee and rubber. Wallace theo- 
ries for American agriculture. “ 


N frequent occasions the country hears stories 
() about the breakdown of production control pro- 
grams, first in one place and then another. 

Coffee control apparently blows up in Brazil. 
Rubber control collapses in the Far East. Crop 
control seems to break down in the United States. 

Then, in one week—as happened this past week— 
the reader sees headlines saying: 

“Rubber quota cut 22 per cent for 1938 first quar- 
ter by international group.” 

“Crude oil production held under demand for first 
time in two years.” : 

“Brazil continues to destroy coffee in production 
control effort.” 

“Textile industry to cut output for adjustment.” 

Is there or is there not a collapse of production 
control programs similar to those now sought for 
major farm commodities in this country? A obit 
of research gives the answer from government 
sources. 


RUBBER AND COFFEE 


Rubber control, which readers in this country 
have been told collapsed long ago, actually is rigidly 
operated by an International Rubber Relations Com- 
mittee that controls 99 per cent of the world’s out- 
put. That committee, after considering pleas from 
the rubber industry of the United States to go easy 


on production cuts, voted to set production in the. 


first three months of 1938 at 70 per cent of the 
basic quota against 90 per cent at present. Prices 
immediately responded by rising and a price of 
18 cents is aimed at by the controlling group as 
against 14 cents recently prevailing. Here is tight 
control. 

Coffee control, supposedly abandoned by Brazil 
recently, is going as strong as ever. There surplus 
coffee is being burned and dumped into the ocean. 
What has happened is that a high export tax, which 
had the effect of forcing foreign buyers of coffee 
to pay for the destructive schemes, has been re- 
duced and funds now will be sought in other ways. 
Trouble came from trying to maintain prices at 
a high level. 


CRUDE OIL PRODUCTION 


Crude oil production control has been practiced 
in this country for years under the authority of 
State governments. The oil industry is stabilized 
on the basis of that control. Output is geared to 
demand in an effort to maintain a price that ‘s 
profitable for producers and yet permits what is 
regarded as a fair level for the price of oil products. 

And production control in manufacturing indus- 
tries long has been a basic policy. To maintain 
prices, operating rates are cut drastically. They 
now are less than 30 per cent of capacity in steel, 
around 35 per cent in textiles and below 90 per 
cent for all of industry after rising to 121 per cent 
earlier this year. Large numbers of workers are be- 
ing plowed into the streets to maintain that policy. 


NOT A PROVEN ANSWER 


In other words, production control is not an 
original idea with Henry A. Wallace in an endeavor 
to give farmers of this country something that no- 
body else possesses and that has failed whenever 
tried by any group. 

The fact of the matter, as disclosed by develop- 
ments now occurring, seems to be that control over 
production in order to try to seek stability between 
output and demand is a settled policy all over the 
world where cartel methods are more and more 
readily accepted. 


TITLE REGISTERED U. S. PATENT OFFICE 


The Voice 
of Business 


ORVAL W. ADAMS, President of the American 
Bankers’ Association: Continue to threaten and 
harass industry and no amount of financial pump 
priming will ever bring recovery. ... The imposition 
of such burdens as the capital gains tax, high in- 
come tax, and undistributed profits taxes, all tend 
to restrict the ability of the country to protect the 
unemployed and to further the interests of labor. 

Did a farmer ever try to get water out of a pump 
by priming it with one hand and smashing it with 
the other? Five years of experiment should have 
taught us that to get water out of a pump the 
pump must first be made workable. 

How many expectant beneficiaries of the Social 
Security Act understand that.the moneys, which 
they and their employers contribute for their bene- 
fit, are not being saved but spent? Can justifica- 
tion be found for using the contributions of labor 
and industry, collected for the benefit of wage earn- 
ers, to balance the budget by pointing to a law 
which permits such action? Does not justification 
require also that the intended beneficiaries be made 
to understand that their trustee is spending their 
money and putting its I. O. U.’s in the box? 

When did the fundamental law of business and 
economics so change as to make it unnecessary and 
undesirable to create surpluses and thus obliterate 
the long recognized, generally accepted and proven 
method of assuring stability and success to an en- 
terprise? What have surpluses done for this coun- 
try? 

Twenty-seven billion of corporate surpluses were 
expended during the depression. A great part, no 
doubt, to keep men employed at a time when the 
snéen were not needed. During the same period, the 
government spent eleven billion for relief. ... 

They have been the very foundation of all busi- 
ness expansion, and there has been no safer or 
Saner law of business development in our whole 
economic history than to expand business out of 
surplus. 

(From an address before the New York Chapter, 
American Institute of Banking, New York, Dec. 2.) 


TITLE REGISTERED U. S. PATENT OFFICE 


FHA’s MacDonald | Representative Steagall 


HOUSING—THE FOUNDATION 


IBERALIZATION of the National Housing 
Act is the purpose of the Administration spon- 
sored bill introduced by Senator Wagner and Rep- 
resentative Steagall, veteran housing legislators. To 
FHA Administrator MacDonald will fall much of 


Senator Wagner RFC Chairman Jones 


the program’s activities. 


From RFC Chairman Jones comes assurance of “full cooperation.” 


Harris & Ewing, Underwood & Underwood 


MONEY ABUNDANT BUT BUSINESS FALTERS: 
MODERN ECONOMISTS ADVANCE A REASON 


Ul 


Whence recovery-spending or sav- 
ing? What makes the wheels go 
‘round. A study of modern eco- 
nomics. 


VER since 1933, most persistent criticism 

has been directed at government policies on 

the ground that they undermine confidence and 
thereby slow investment. 

Point is made of the fact that banks are over- 
flowing with money, that there are billions of 
dollars that could be put to work to create plant 
needed to fill vast pent-up wants of the people, 
and that “confidence” alone is required to set 
idle dollars to work filling the unsatisfied mar- 
kets. 

The story is that real prosperity, with full 
employment, would return if only the govern- 
ment would repeal the tax on undistributed cor- 
poration earnings, modify the tax on capital 
gains, change the rules governing issuance of 
securities and trading in securities and balance 
the budget. 

Steps now are being taken in all of those di- 
rections. 

Is there assurance from this fact of a changed 
government attitude that recovery will respond 
automatically? Is the problem of depression 
and prosperity as simple as all that? As a mat- 
ter of fact, just where does recovery come from? 


Answers to those and many other questions 
are to be found in a highly important study by 
the Brookings Institution, entitled “Capital 
Formation.” This study was made by Dr. Har- 
old G. Moulton, president of the Institution. 


THE DISTINCTION It is out of capital for- 
mation that this nation 


DRAWN BETWEEN and the world have pro- 
CAPITAL AND MONEY gressed. Capital is 


formed with construction of implements and 
tools which enable human beings to utilize the 
resources of nature. Money, technically, is not 
capital but merely the means to acquire control 
or ownership over capital goods. 

Dr. Moulton points out that until the middle 
of the last century this country largely was 
rural, and capital formation was largely an in- 
dividual process of using off-seasons of the 
year to make improvements. But under the 
present highly complex capitalistic society this 
all-important function has become complicated. 


Now capital_is accumulated by saving a por-: 


tion of money income for investment. If actual 
capital goods are to result from these money 
savings, other people must take those funds 
and use them to employ labor and materials in 
the construction of plant and equipment or 
other forms of material capital. 

Today banks and insurance companies and 
corporation treasuries and other agencies are 
overflowing with savings of the people but—as 
anyone can see—those savings are not flowing 
into use to create factories and machinery and 
other productive equipment, As a result mil- 
lions of people are idle and the economic ma- 
chine is limping. 

Right there is the rub. 

Dr. Moulton points out that the assumption 
always has been that the amount of new capital 
goods created would always roughly equal the 
aggregate amount of money set aside as savings 
by individuals and corporations. If ten billion 
dollars in money is saved presumably ten billion 


soon be created. 

But is that so? The conclusion of the Brook- 
ings study is that it is not so, and that there- 
fore a fundamental economic difficulty is dis- 
closed. This difficulty is apparent in the pres- 
ent depression. 


The dilemma, or diff- 
culty, as stated by Dr. 


PROSPERITY BASIS 
AS FIXED ON RATE Moulton is this: 
OF CONSUMPTION “To accumulate money 


savings, we must decrease our expenditures for 
consumption; but to expand capital goods prof- 
itably, we must increase our expenditures for 
consumption.” 

Under a simpler economy, the farmer who 
improved his plant by his own labor did not 
need to consider the question of money profits 
from that improvement. But now a corpora- 
tion manager investing new capital must con- 
sider whether such investment will be profitable 
in money terms. Profits are dependent upon 
ability to sell the goods the new capital equip- 
ment will produce and that ability depends up- 
on the aggregate demand of the people for con- 
sumption goods. 

In other words, as stated by the Brookings 
study: 

“The demand for capital goods is a derived 
demand—derived, that is, from the demand for 
consumption goods.” 

This implies that before there will be large 
scale investment in new plant and other capital 
goods, required if the slack in employment is to 
be taken up, there must be an enlarged demand 
for consumption goods, like food and clothing 
and automobiles and other products. 

But saving tends to cut down the ‘demand for 
those goods. Much of the income from pro- 
duction goes to the wealthy who save a large 
proportion of their income and thus there arises 
a leakage in purchasing power. Dr. Moulton 
completely discredits the theory that recovery 
comes from expenditure by industry on plant 
and equipment. He said: 

“The moment the demand for consumption 
goods declines—for whatever reason—the de- 
mand for new capital goods declines also, and in 
vastly greater proportion. A slight shrinkage 


at the base of the pyramid very nearly elim- © 


inates the top.” 
All of this is vital in the present situation 


Business Barometers 


commodity prices de- 

clined 1.1 per cent during the week 
ended Nov. 27, bringing the index to 82 
per cent of the 1926 average. Raw ma- 
terial prices are 9.4 per cent below one 
year ago and finished goods 3.9 per cent 
above. 

Freight car loading totaled 558,627 
during the week ended Nov. 27, a de- 
crease of 13.7 per cent below the preced- 
ing week and 17.9 per cent below the 
same week one year ago. 

Purchasing power of the farm dollar 
fell 4 points to 84 per cent of its pre-war 
position in the month ended Nov. 15. 

Exports increased 12 per cent to $333,- 
136,000 during October, while imports 
declined 4 per cent to $224,391,000. The 
| result was a favorable balance of trade 
| for the year to date of about $50,000,000. 


| 


y dollars in new productive equipment would * where consumption is falling and yet where 


great dependence for recovery is being placed 
on the idea of investment by industry to pull 
the country out of the hole. Business men are 
sold on the idea that their salvation lies in 
being permitted to save more of their earnings 


and Congress is being restrained with some dif- 


ficulty from repealing the surtax on undistrib- 
uted earnings, which is designed to make sav- 
ing more difficult. 


RECOVERY IS SAID TO When it comes to sug- 
REST WITH CAPITAL gestions for meeting the 


problem, the Brookings 
GOODS INDUSTRIES study points out that 


while recoveries from former depressions have 
come from increased demands for consumption 
goods, those recoveries were in a period when 
complete reliance was placed upon a system of 
individual initiative. Now, with collective ac- 
tion being stressed, it concludes that recovery 
might be generated in connection with capital 
goods industries. 


“The problem of recovery,” Dr. Moulton as- 
serted, “is to get a forward movement of sub- 
stantial proportions started somewhere. If a 
large-scale expansion movement, through con- 
certed action, were begun in connection with 
purchase of railroad equipment or rehabilitation 
of industrial establishments, employment would 
obviously be increased, consumptive demand 
would expand, and the consumption goods in- 
dustries would themselves be stimulated. Sim- 
ilarly, a great housing development or an ex- 
tensive program of public works might possibly 
initiate a recovery movement.” 

But that leaves the question of what becomes 
of the vast savings in this country that appear 
not to flow automatically into investment in 
capital goods. 


On this score the study brings out that in 
1929—a prosperity year—59 per cent of the 
population saved only $250,000,000 while 2.3 per 
cent of the population, earning more than $10,- 
000, saved more than twelve billion dollars. In- 
dividuals with large incomes saved an important 
part of their income. | 

Of the use of those funds, Dr. Moulton said: 

“Funds not demanded for the construction of 
new plant and equipment may be invested 
abroad, as during the World War and again in 
1925-29. They may be absorbed in bidding up 
prices of existing securities, as in the recent 
boom years. They may stagnate in bank de- 
posits—or go to finance government deficits— 
as has been the case during the depression.” 


_ ECONOMICS OF YEARS AS for the conclusion, 


AGO SAID TO BE OUT- ihe Brookings study sets 
MODED THESE DAYS “At the present stage 


in the economic evolution of the United States, 


“the problem of balance between consumption 


and saving is essentally different from what it 
was in earlier times. Instead of a scarcity of 
funds for the needs of business enterprise, there 
tends to be an excessive supply for available in- 
vestment money, which is productive not of 
new capital goods but of financial maladjust- 
ments. The primary need at this stage in our 
economic history is a larger flow of funds 
through consumptive channels rather than more 
abundant savings.” 

This means a more even distribution of the 
national income, with more of that income flow- 
ing to the masses of the people who would spend 
it quickly, and a smaller proportion to the top. 

Congress, faced with a new depression, can 
consider that one. 

Owen Scott. 
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Competition Ends 
In Soft Coal Field 


Government price-fixing plan. Ef- 
fect of rivalry of other fuels. 
Higher cost to the consumers. 


N EXPERIMENT in direct government aid to a 

sick industry will start on Dec. 16. At that 

time minimum price fixing, by government edict, 
goes into effect in the bituminous coal industry. 

From that time on, any producer east of the 
Mississippi River and in Iowa, who sells soft coal 
below the minimum prices fixed by the National Bi- 
tuminous Coal Commission, will be penalized by a 
tax amounting to 20 per cent of.the sale price of 
the coal. This affects 80 per cent of the industry. 

Prices fixed by the Commission represent the 
“weighted average” of the cost of production of coal 
as determined by district boards. Prices vary for 
the many grades but average about $2.15 a ton un- 
der the Commission order. 

At the new level coal costs will represent a sharp 
increase above the level recently prevailing. Price- 
cutting had been general in the industry and large 
stocks have been built up in anticipation of the 
rise that is to take effect shortly. 


HIGHER CONSUMER COSTS 


The estimate is that between $40,000,000 and 
$200,000,000 annually will be added to the costs of 
coal users. The principal consumers are the rail- 
roads, utilities, steel and cement, industries. 

Soft coal, with agriculture, has become recognized 
as the nation’s sickest industry. In it competition 
is given full scope with the result that prices for 
similar grades of coal have covered a wide range. 
As a matter of fact the industry is said to have lost 
an average of 11 cents a ton in all coal produced 
for the last 15 years. 


There were two ways of meeting the problems 
involved. 

One was to continue to give competition full 
play in the hope that such competition eventually 
would drive out of use the high cost mines, leaving 
only the more efficient. But, as in agriculture, ex- 
perience showed that members of the industry 
could be starved out with the greatest difficulty. 

The second was some form of government inter- 
vention. Here again the approach was divided. 
Government intervention could take the form of 
some plan to retire marginal mines from use or 
it could take the form of some plan to fix prices 
with all the problems that would flow from that 
plan. Or a combination of both plans might be 
used. 

Congress, in the second Guffey Coal Act, hit upon 
price fixing as the one approach and devised a 
formula of price fixing that would strike a mean 
between the high-cost mines and the low-cost 
mines. Labor was removed as a factor in that cost 
because of the almost complete unionization of the 
industry. 


MANY PROBLEMS REMAIN 


Now that price fixing is to be tried, many prob- 
lems arise. 

In the first place the prices that are fixed must 
be maintained by policing. Machinery for this 
policing is being set up by the Coal Commission. 
The prospect of bootlegging will be lowered by the 
interest of individual companies in seeing that 
prices are maintained by competitors. 

Next, and most important, is the effect that fixed 
prices will have on the use of competitive fuels. Oil, 
as a fuel, and electricity, as a power source, have 
been cutting heavily into coal. 


TITLE REGISTERED U. S. PATENT OFFICE 


The Voice 
of Goverument 


JOHN EDGAR HOOVER, Director of Federal Bu- 
reau of Investigation: American crime begins in 
the American home. The only way it ‘can be cured - 
is by a reestablishment of respect for law by the 
heads of our homes... . More than 18 per cent of 
all our crime is being committed by youths of 21 
years or less. During the first 9 months of 1937, 
persons under 21 years of age committed 13 per 
cent of our murders, 28 per cent of our robberies, 
41 per cent of our burglaries, and 51 per cent of all 
automobile thefts! They did not learn their disre- 
spect for law in our schools. They did not learn it 
at the grocery store or at the drug store, or in 
church. They learned it at home. They learned it 
from parents who took pride in the exploits of rats 
like Dillinger or “Pretty Boy” Floyd, and who ex- 
ulted in the freeing of a murderer because this mur- 
derer happened to have an attorney more shrewd 
than the state prosecutor. 

No criminal who is given the belief that he will be 
treated with kid gloves, sent to prisons often op- 
erated as country clubs, ... to remain there only 
so long: as he desires to rest from his criminal ac- 
tivities and then leave on an easily obtained pardon 
or parole, ever can be persuaded that crime is any- 
thing but a highly enjoyable business. 

Only swift and sure determined detection and ap- 
prehension, plus equally swift and sure prosecution, 
adequate sentences, discipline in prison, and a 
proper release without political or monetary influ- 
ence, followed by strict supervision, can make any 
criminal realize that there is majesty in law, and 
power in the sentence of a judge when he punishes 
him for his crime... . 

Why are people so much interested in glossing 
over the vicious parole abuses which exist in so 
many of our states? Why do they disregard the 
fact that 30 per cent of the 13,519 dangerous crim- 
inals listed in the Federal Bureau of Investigation’s 
Single fingerprint file as the country’s most desper- 
ate kidnapers, racketeers, hoodlums, bank robbers 
and extortioners show a record of having been the 
recipients of parole or other types of clemency not 
only once, but in many cases as often as four, five, 
six, seven, eight, nine, and ten times? 

(From an address before the annual convention 
of the Association of Life Insurance Presidents, New 
York, Dec. 3.) 
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+ A PEACE PROPOSAL FOR UTILITY PROBLEM + 


Commonwealth & Southern 
poration, one of the private power 
heads who recently conferred with 
Mr. Roosevelt. 

Concerned with the effects of the 
| current business recession, Mr. 
| Roosevelt realizes the potential 

UDDING signs now begin to ap- | Power of an industry that could 

pear on the “olive branch” ten- | pour more than a billion dollars in- 
dered the private utilities by the to the industrial machine by way of 
Administration. | plant improvement and expansion. 

First definite sign has come from | 

Wendell L. Willkie, president of the | 
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“Death 
Courts 


Issues to be solved. 
sentence” a factor. 
may provide answer. 


At the same time, private power 
interests realize a hesitancy on the 


The Comptroller of the State of New York 


will sell at his office at Albany, New York 
December 7, 1937 at 12 o’clock noon 


$10,000,000.00 


Elimination of Grade Crossings 


Serial Bonds of the 


State of New York 


Dated December 8, 1937 and maturing as follows: 
$200,000.00—Annually December 8, 1938 to 1987 inclusive 


Principal and semi-annual interest June 8th and December 8th | 
payable in lawful money of the United States of America 
at the Bank of the Manhattan Company, 40 Wall Street, 
New York City. 


Exempt from all Federal and New York State Income Taxes 


Bidders for these bonds will be required to name the rate of interest which the bonds 
are to bear not exceeding 4 (four) per centum per annum. Such interest rates must be in 
multiples of one-fourth of one per centum and not more than a single rate of interest shall 
be named for the issue. 

Bidders may condition their bids upon the award to them of all but no part of the entire 
$10,000,000.00 bonds and the highest bidder on the basis of ‘‘all or none’’ will be the one 
whose bid figures the lowest interest cost to the State after deducting the amount of 
Premium bid if any. 

No bids will be accepted for separate maturities or for less than par value of the bonds 
for unless accompanied by a deposit of money or by a certified check or bank draft upon a 
solvent bank or trust company of the cities of Albany or New York, payable to the order 
of the ‘‘Comptroiler of the State of New York" for at least two per cent of the par value of 
the bonds bid for. No interest will be allowed upon the good faith check of the suc- 
cessful bidder. 

All proposals, together with the security deposits, must be sealed and endorsed ‘‘Proposal 
for bonds” and enclosed in a sealed envelope directed to the ‘‘Comptroller of the State of 
New York, Albany, N. Y." 

The Comptroller reserves the right to reject any or all bids which are not in bis opinion 
advantageous to the interest of the State. 

Approving opinion of Honorable John J. Bennett, Jr., Attorney General of the State, 
ea to the legality of these bonds and the regularity of their issue will be furnished the 
euccessful bidder upon delivery of the bonds to him. 

If the Definitive Bonds of this issue can not be prepared and delivered at a time to 
suit the purchaser, the State reserves the right to deliver Interim Certificates pending 
Preparation of the Definitive Bonds, and will endeavor to have these Interim Certificates 
ready for delivery on or about December 8, 1937. 

The net debt of the State of New York on November 1, 1937, amounted to $667,304, 788. 63 
which is about 2.6 per cent of the total assessed valuation of the real and personal property 
of the State subject to taxation for State purposes. 

Circulars descriptive of these bonds will be mailed upon application to 


MORRIS S. TREMAINE, State Comptroller, Albany, N. Y.- 


Dated November 26, 1937. 
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Cor- | 


part of investors to provide the 
necessary capital for reasons which 
they ascribe to policies fostered by 
the Administration. 

Recent events have clarified the 
issues to be solved: 

Is Section 11 of the Holding Com- 
pany Act a “death sentence,” or 
only a mandate for simplification 
of holding company structures? 

Has the Federal Government the 
right under the Constitution to 
help underwrite municipal plant 
ownership, or te establish a “vard- 
stick”’—the accuracy of which is 
questioned—for private power 
charges? 

Should the “prudent investment” 
or the “reproduction cost new” 
theory be used as a basis for pri- 
vate utilities’ rates? 

Is the Administration seeking to 
promote public ownership and op- 
eration of utilities at the expense 
of private investments? 

Although Mr. Willkie in his mem- 
Orandum, left at the White House, 
presented his own personai views he 
was hopeful that if the President 
found the “suggestions agreeable 
Other utilities may find in them a 
workable program.” 

Providing as it,does a medium for 
furthers explorations, other pertinent 
factors call for a solution, namely: 
A case involving the right of the 
Government to enforce registration 
by holding companies which may 
reach the Supreme Court within the 
next fortnight; the beginning of dr- 
guments this weex before the Court 
as to whether FWA prceperly can 
Subsidize municipal power construc- 
tion. 

These broad questions are similar 
to those being aired in the suit by 


19 . power conipanies against 
the TVA’s “yardstick” principle: 
Whether States’ rights were in- 


fringed by the law; whether legis- 
lative power was improperly dele- 
cated, or the “due process” clause 
of the Constituticn violated. 

Whether or not potentiai investors 
will enter the captial market before 
such issues are settled is a moot 
question. 


MR. WILLKIE’S MEMORANDUM 

Following is the full text of Mr. 
Willkie’s memorandum, made public 
Nov. 30: 


N THE interest of clarity I have 
prepared this brief memoran- 
dum with the hope that it will be 
helpful in working out a satisfac- 


SALES AND C cost ANALYSIS 
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0 0 0 01000) 0 lo 0 0) 


| 


‘eS 
BRANCH OFFICE 


sis 5555199 


2 177 1 q 1 
nFACTO RY 


WAREHOUSE 


.. WITH PUNCHED CARD ACCOUNTING 


ALES executives interested in keeping the 

many activities of their businesses under 
closer supervision should investigate punched 
card accounting. 


This electric machine method ideally meets 
today’s need for accurate, up-to-the-minute 
facts. Punched cards and International Elec- 
tric Bookkeeping and Accounting Machines 
provide detailed information concerning sales 
and cost of sales. The machines wil! interpret 
and analyze vour business data and will fur- 
nish the definite knowledge you require. They 
will tell you what’s going on in all branches at 
all times. 


ures. 


Let punched card accounting aid 
your plans for greater sales 


This modern method will enable you to make 
the greatest use of past experience in the 


planning of future quotas. Right now is the PRANCH OFFICES 


time to learn how punched card accounting 
can aid you during the coming year. 


This method will also provide detailed records 
concerning inventory, budgetary control, pay- 
roll and numerous other accounting proced- 
Stop in at your nearest International 
office, or write for full information today. 


IN PRINCIPAL 


AUSINESs 
SUCHINE® 


MACHINED 


CITIES OF 


| cies; 


tory relationship between the pri- 
vate utilities and the Federal Gov- 
ernment. I have always thought 


that this could be done without in-| 


jury to legitimate investment and 


der 


well within the oroad framework 
of your social objectives. 

This memorandum represents my 
own personal views and proposals, 
acting on behalf of the Common- 
wealth & Southern Corporation. 
I do not speak for any one else. 
However, I am hopeful that if you 
find these suggestions agreeable 
other utilities may find in them a 
workable program. 

In my judgment, the greatest im- 
mediate requirement of the utility 
industry is a large inflow of com- 
mon capital indispensable for much 
needed additional construction. 

Without arguing the causes of the 
present hesitancy of capital to in- 
vest in utility common stocks, I have 
certain suggestions which I believe 
will immediately stimulate such in- 
vestment and make possible a large 
construction program with a con- 
siderable increase in employment. 


VALUATION METHODS 

One of the factors of great im- 
portance to the investor in the util- 
ity industry is a stable method of 
property valuation. You have re- 
cently recommended what I under- 
stand to be the “prudent invest- 
ment” method. 

The utilities of the country have 
issued most of their securities and 
operated for approximately 40 years 
under court rulings which have re- 
quired that, in fixing the value of 
utility properties, the reproduction 
cost must be one of the elements 
considered. 

I shall not enter into a discussion 
of my views of the relative merits 
of these two methods. I think the 
chief objective is to find a method 
that will induce the investment of 
capital in the industry. 

I am fearful that the retroactive 
application of any new, method 
would be disturbing to the capital 
market On the other hand, the 
utilities, if informed in advance, 
can adjust themselves to a new 
method te be applied in the future. 

In order to reconcile conflicting 
ideas, therefore, while at the same 
time avoiding. such disturbance, I 
have to suggest the following for- 
mula: 

1. That the utilities immediately 
eliminate from their capital struc- 
tures all write-ups heretofore 
claimed by the Federal Trade Com- 
mission. 

2. That the utility valuation un- 
tne rule established by the 


courts your first term as president 


and apply either up to this date 
or to the date of the commencement 
of that after such date and for the 
future the prudent investment 
method be adopted. 


CLARIFICATIONS ASKED 

But an understanding as to the 
method of valuation is, in my judg- 
ment, only one of the clarifications 
necessary in order to establish a re- 
lationship between the government 
and the utilities which will restore 
investment confidence in the indus- 
try. 


There are certain questions in the 


' mind of the prospective utility in- 


vestor with reference to such things 
as the action to be taken under Sec- 
tion 11 of the Public Utility Act of 
1935; the procedure of selling power 


_ to be practiced by Federai agencies 
| Such as the Tennessee Valley Au- 


thority, and the accounting prac- 
tices to be followed by those agen- 
the future policy of the Fed- 
eral Government with regard to‘the 
making of gifts and loans to mu- 
nicipatities to build duplicate utility 
systems. 


“DEATH SENTENCE” CLAUSE 


In order to answer these ques- 
tions .n the public mind, may I sug- 


gest the consideration ot the fol- 
lowing program: 
1.—Clarification of the Public 


Utility Act of 1935 as follows: 


(A) Retention of all its regulatory 
provisions over financing and ac- 
counting practices, issuance of se- 
curities, relationship between oper- 
ating companies and holding com- 
panies, etc. 


(B) Modification of esis 11, the 
so-called ‘death sentence,” so as to 
eliminate all intermediate holding 
companies within three years, but 
otherwise to confirm existing hold- 
ing companies in their present own- 
ership of property, requiring that 
any future acquisition of property or 
securities shall be subject to the 
approval of the Securities and Ex- 
change Commission or the Federal 
Power Commission. 


2.—Determination of the follow- 
ing policies for the Tennessee Valley 
Authority and other similar Federal 
projects: 

(A) That the power therefrom 
Shall be sold to presently operating 
utility systems, whether public or 
private, but at a price arrived at 
under the cost accounting methods 
prescribed for private utilities by the 
Federal Power Commission, and that, 


in view of the loss to the consumer 


justice of many of which I seriously 
dispute. 

However, the utilities could con- 
stitute such a great force for the 
stimulation of recovery, and their 
satisfactory relationship with the 


Federal Government is so indispen- 
sable to their own well-being, that I 
make the suggestions in the hope 
that they may constitute some basis 
for an amicable adjustment of the 
present differences. 


in the building of duplicate trans- 
mission lines, such duplication 
should be avoided by purchase if 
possible; 

(B) That the rates at which 
power is distributed by these public 
or private agencies will de fixed un- 


RESOURCES (September 30, 1937) 


€ash on Hand, in Federal Reserve Bank, 
and Due from Banksand Bankers ........e6- 


$ 511,167,649.45 


der the regulation of the Federal U.S. Government Obligations ....ecesccveseees §39,451,391.54 
Power Commission. Public Securities 44,314,572.16 
Stock of the Federal Reserve Bank ........s000. 7,800,000.00 
CITY POWER PURCHASES Other Securities............ 18,907,978.25 
Items in Transit with Foreign Branches......... 1,751,590.67 
and purchase power from the TVA er 
Bank Buildings 1 3,323,347-97 
or other Federal agency, such mu- od . 
Other Real Estate ...... 466,524.64 
nicipality shall be required to pur- " d dM 
chase at a price to be determined Real Estate Bonds an OFtGageS «++ eereereees 3,074,802.61 
by a fair tribunal, the existing dis- Accrued Interest and Accounts Receivable ....... 17,181,255.42 
tribution system of the private util- $1,852,543,514.96 


public monies as required by law, and for other purposes. 


Plus a Skilled Staff of.... 


ity in such city and a fair allocable 
amount of its generation and trans- 
mission system: 


(D) That such purchase be made 
without any gift or grant from the 
Federal Government to avoid stim~ 
ulating the disintegration of exist- 
ing utility systems as caused by the 
present Federal policy of making 
outright gifts to municipalities to 
duplicate existing distribution lines; 


(E) That there should be a spe- 
cific determination of the respective 
areas in which utilities and the Fed- 
eral Government shall build rural 
lines or promote rural cooperatives; 


-(F) That disputed questions aris- 
ing between utilities and Federal 
agencies should, in so far as possi- 
ble, be submitted under rules to the 
Federal Power Commission for set- 
tlement, in order to prevent the 
cavricious determination of such 
questions by individuals and to elim- 
inate the disagreements and public 
recriminations which lead both to 
loss of confidence in Federal regula- 
tory processes and in the public util- 
ity business as an investment. 


In the above suggestions i have 
subordinated my own views regard- 
ing the prudent investment method 
of evaluating utilities, which, per- 
sonally, I have never considered the rendered to our customers. ' 
soundest basis of valuation for the 
consumer. Likewise, there are sug- 
gestions for corporate changes with 
reference to write-ups claimed by 
the Federal Trade Commission, the 


People Who Know 


FINANCIAL assets of the Guaranty 
Trust Company do not constitute the sole 
measure of its resources available for serv- 
ing its customers. 


Equally important are the Company’s manage- 
ment and approximately 4,000 employees, here 
and abroad—people who know banking and trust 
Their knowl- 
edge and experience constitute an asset that 
cannot be expressed in balance sheet terms, 


business in all its varied phases. 


but which is of great value in the service 


Guaranty Trust Company 


of New York 


140 Broadway 
Madison Ave. at 60th St. 


CANADIAN GOLD MINES 


Latest Map and Analysis of the 


MALARTIC 
GOLD AREA 
forwarded _ Upon request. 


Fifth Ave. at 44th St. 


LONDON PARIS 


Waverty 2001 BRUSSELS LIVERPOOL HAVRE ANTWERP 
BRIDGER ORs ( Member Federal Deposit Insurance Corporation) 
e73 
TORONTO STOCK EXCHANGE 
60 KING STREET W. - TORONTO annonce 


A TOWER OF STRENGTH 


UNITED STATES GOVERNMENT 
STATE AND MUNICIPAL 
SECURITIES 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 
FIFTH AVE. AT 44TH ST. 57TH ST. AT MADISON AVE. LONDON: 26 OLD BROAD ST, 
Safe Deposit Vaults are operated by Bankers Safe Deposit Company at all New York Offices 
Member of the Federal Deposit Insurance Corporation 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Vol. 5, No. 49 December 6, 1937 


“| wholly disapprove of what you say but will 


defend to the death your right to say it.” 


VOLTAIRE 


Influence of Pacifism on Foreign Policy—What Wilson Said 
| am glad to present for the information of the readers 4 __ from the seas, and only those warring nations which have ‘ mocracies are aware of what is planned and will stand to- 
of this page the full text of an editorial in The New York navies and trade fleets were given access to our markets. gether against it. The sure shadow of economic starva- 
on, Ae Oe ee a oe Attempts, in the name of international decency, to dis- tion on spendthrift governments which cannot wage war 
meee sain ei ty aera tinguish between honest and dishonest Governments and unless we supply them, and deny supplies to their victims, 
The editorial is significant because it squarely places the to permit aid to nations clearly acting in self-defense can be made sufficiently effective as a deterrent without 
blame for the failure of the Nine Power Conference at Brus- against banditry, were beaten down in Congress. The resort to the substance of sanctions or war. 
sels on meddlers in the United States who have inter- world was put on notice that the United States was out Should such cooperations be publicly and steadily re- 
fered with the expression by President Roosevelt of a policy to save its own skin from immediate dangers; and the dic- vealed, and such exchanges of thought take place, The 
of peaceful persuasion and moral force. tators were informed that the American group controlling New York Times believes the American people will 
I believe the Pacifists and Isolationists have gone too far. policy was prepared to see the world remade on fascist awélie to the facta which menace this sation: afd the 
we as og ail som an on a lines without interference and apparently without under- world will learn that events are conceivable, that circum- 
scans Souk tetihaciéia ont Utils bee capebte of draw- standing that this would mean anything dangerous to us stances can arise, outside this hemisphere, which will in- 
ing a nation into war. at all. stantly range American public opinion behind an effective 
The New York Times has done a public service to call a When the President, recently voicing this people's 1n- peace policy and make junk overnight of the so-called 
spade a spade even though its words strike at well-intentioned dignation against the invasion of China by Japan and hor- Neutrality Act. In the face of such exchanges of thought 
groups whose purposes are not questioned but whose methods ror at the butchery at Shanghai, recalled that there still the policy of democratic nations will be stiffened and 
may produce a result quite the opposite of what all of us were “quarantines” against Governments which did these grooved; and treaty-breakers and dictators will take 
cant ol the things, a wholesome fear arose in certain that the prudent counsel among themselves. 
ticcteiit. shines of Wilton i dials Miiihntis peo- Neutrality Act might not represent enduring policy for In such a manner can this nation restore a will for peace 
ple, delivered November 10, 1923, over the radio from the the United States. And when next day the State Depart- in the world and re-establish its lost leadership in interna- 
library of his home on S Street in Washington, when as an ment named Japan as aggressor, the fear spread. But a tional affairs. By such means the ravishers of small or 
ex-President, broken in body but not in spirit, he foresaw little inquiry sufficed to prove that the pacifist and isola- weak neighbors and the enemies of democracy will dite. 
tionist groups would not thus be led. Their Congressional cover that the United States has not become so timorous 
sensate policies of isolation. He proclaimed the idealism : ; paca 
of a force which intelligently applied can prevent and stupid as to abandon Its responsibilities and im- 
the world from resorting again to the organized savagery P y , ade peril its greatness and its freedom. It will be wiser to put 
which is war. Davip LAWRENCE. and, as soon as Congress met, the press cables carried them on notice at once. 
os abroad proposals ‘of war referenda and other evidences a 
v that the group which framed the act is unchanged in its v 
FROM attitude. The Japanese Ambassador to Washington did 
| his duty, and did it accurately and well, when he informed F AREWELL ADDRESS OF 
THE NEW YORK TIMES his colleagues at Brussels that pacifism was still the Amer- W W 
| : ican mood. The circulation of this report in the confer- QODROW ITLSON 
New. 2, £956 ence capital both tempered the messages to Tokyo and Delivered by radio Nov. 10, 1923 
HE United States has lost its leadership in the world stiffened the rejections therefrom and in its atmosphere HE anniversary of Armistice Day should stir us to 
affairs and to that fact largely can be attributed the Brussels conference went to its inevitable, inept doom. great exaltation of spirit because of the proud recol- 
THREE FASCIST Meanwhile, on the pretext that that it was our day, a day above those early 
: n Br | a world alliance against commun- | ays of that never-to-be-forgotten November which 
fluence is plain: treaty-breaking Governments and dicta- STATES JOINED | ism.is the first essential to peace, lifted the world to the high levels of vision and achieve- 
tors have become convinced that for no cause short of IN NEW PACT Japan, Germany and Italy have ment upon which the great war for democracy and right 
actual invasion will the United States initiate or join in signed a treaty. Outwardly it was fought and won; although the stimulating memories 
ay 4 atagtwe Pe 1) ere world pence. pledges these Governments to stand with force against of that happy time of triumph are forever marred and em- 
ee wudaeenegen ee rn pvt at eet eenatppGrenmere the encroachment of Soviet teachings and the Soviet form bittered for us by the shameful fact that when the victory 
of government. But in some European chancelleries and was won—won, be it remembered—chiefly by the in- 
VOCHerow ee >. te country are chnaly — in Washington the pact is interpreted as a pledge, neces- domitable spirit and ungrudging sacrifices of our own in- 
be. These groups include persons who believe tnt ve | nt sated in the teat, each of thee thee | tuned our backs upon our 
tis to enrich thaweslves: sively, until each has gained its territorial and other objec- or the firm and permanent 
they any pence meneures by this Gov- tives. To illustrate: If Italy further threatens in the. t results of the Wat—-Won at 60 terrible 
ernment, even though to abstain from such might mean Great Retain stege 
the loss of freedom to those who regard it as highly as they Wis process against Thong mang aud Gingapore. Siar becauns 
racial : many thrusts southeastward in Europe and Great Britain festly cowardly and dishonorable. 
themselves, and an impairment of liberty to men and dF egret agiete d her Medit | | 
women in this very hemisphere. LEADERSHIP This must always be a source 
| | ranean spheres and Japan will strike at French and British of deep mortification to us and we 
MORAL ISSUES It is the assertion of such possessions in the Orient. OPPORTUNITY shall inevitably be forced by the 
groups and their Congressional The ability of the three fascist States to carry out the moral obligations of freedom and 
NEGLECTED BY representatives that, because of arrangement outlined above is, of course, open to the ABANDONED honor te tatriows thus total ensae 
ISOLATIONISTS the gifts of nature and gSogta- most serious doubts. (Germany's Baltic coast is bare to and assume once more the role of courage, self-respect 
democracy does not exist, even though Great naturel port in the af the world. 
Britain and France were shackled by despotisms which ern Euro waters. The fact such a con- 
turn human beings into machines for conquest and con- en responsible statesmen is placed upon the zation at one of the most critical turning points of the 
sign liberty to the fallacies of the past. treaty, which was heretofore largely regarded as a mutual ‘ge to be 
The power of these groups and their spokesmen has envisioning of bugaboos, now places the alliance where ee gcd gstche nedoge — — 
wegese wae g need for such services as we might have rendered 
been in the ascendancy, as acts and events plainly indicate. the democracies of the two hemispheres must consider it more ‘and more evident and more and more pressing, as 
sion, to proclaim that, in no circumstances, would this this country to stand by the other democracies should the F nS Bow. a6 if so fursish & sort of sinister <limam, 
| le do anything effectiv tor ral standards rence and italy between them have made waste paper 
LO M0 need arise. of the Treaty of Versailles and the whole field of inter- 
among the nations. Organizing, writing pamphlets and Ill 
| ational relationship is in perilous confusion. 
using the Congressional Record as their gazette, they gave a a ee Tine affeire of th Id b 
notice as early as when Japan seized Manchukuo that COOPERATION war measures. The people of the firmest and iis aaa pbrabe a Ae 
the fixed future policy of the United States would be to NEEDED AMONG Rntted Gietes ave set ansines will and make the right prevail. 
keep out of war abroad, and that it would take no steps on 
to prevent it, however clear the threat to our own institu- DEMOCRACIES B ihe, Diesen situation the world of affairs 
Stet ut there are effective peace affords us the opportunity to retrieve the past and to 
measures, the most recent illustration being the decision render mankind the inestimable service of proving that 
II of the British and American Governments to negotiate there is at least one great and powerful nation which can 
WHY SHOULD The attitude took form in the atradetreaty. Thisshould be supplemented by every pos- turn away from programs of self-interest and devote itself 
so-called Neutrality Act of 1936, sible kind of private and public cooperation between to practising and establishing the highest ideals of dis- 
WE HELP THE with its “declaration of a state of Britons and Americans and others who speak, if not the interested service and the consistent maintenance of ex- 
AGGRESSORS? war” and its “cash-and-carry”’ pro- same language, at least the same spirit tongue. Under- alted standards of conscience and of right. 
visions. By the first named, the standings on trade, money and credit will serve as certain The only way in which we can worthily give proof of 
President was instructed by Congress, upon discovery of weapons against treaty-breakers. our appreciation of the high significance of Armistice Day 
the existence of a state of war abroad, to withhold war Our statesmen and leaders of public thought could aid is by resolving to put self-interest away and once more 
material from all concerned, regardless of whether an in- peace mightily if, losing fear of the blind peace groups and formulate and act upon the highest ideals and purposes of 
vaded nation fighting for its own as in the case of Ethiopia, gaining confidence that plain common sense and self-in- international policy. 
was left at the mercy of a most ruthless aggressor. By the terest can be trusted, they engaged in public exchanges to Thus, and only thus, can we return to the true traditions 
second named, American vessels were virtually swept a put the enemies of peace on notice that the great de- 9 of America. | 
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THE New ENEMIES PEACE 


Groups Which Have Embarrassed President Roosevelt's Handling of the Nine Power Conference 
At Brussels by Crying “War Involvement” Have Not Aided the Cause of World Peace— 


Address The United Sta tes News, 2201 M Street, N. W., Washingion, D. C. 
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Uncle News Reel 


TITLE REGISTERED U.S. PATENT OFFICE 


TRAVEL—THE GOVERNMENTS WAY 
BY LAND, AIR AND SEA 


Section 


“The Marines have landed and have the situ- 
ation well in hand.” Oft-reported, that phrase 
gives an inkling as to the travel of the “soldiers 

of the sea” in their globe-girdling activities. 

The travel expense of the Marines amounts to more 
than $250,000 a year. It is estimated, however, that for 
the 12-month period ending June 30, 1938, the Marines 
will have used $350,000 for traveling. 


Lined with millions of dollars is Uncle Sam's 
travel purse. 
For the fiscal year ending June 30, 1936, the 
Federal Government's workers spent $76,669,506 for 
travel. For the fiscal year ending June 30, 1937, it was 
estimated that $77,101,006 had been spent. For the 12- 
month period to end next June 30, it is estimated $52,- 
445.003 will be spent. 


Transporting the nation’s armed forces in time 
of peace is an expensive activity. 
For the fiscal year 1936 the Army’s travel 
‘expense amounted to $6,742,768; for the year 1937 an 
estimated $7,264,109, and for 1938, $6,546,909. 
National Guard travel expenditures account for more 
than $600,000 each year. More than $900,000 every year 
is used for Citizens’ Military Training enrollees. 


Rigid is the procedure by which Government 

employes travel. They must receive a written 

authorization from their superiors. They must 
then receive a “Government Travel Request.” They 
must present this request and credentials at transporta- 
tion offices. After the trip is over they must make a de- 
tailed expense account. This is gone over with an eagle 
eye by General Accounting Office auditors. 


OKLAHOMA 


Necniv 19 


The third most expensive item on the Federal 
Government’s travel budget is the automobile. 
Since thousands of Government workers own 
their own cars it is more feasible for them to travel 


The railroad, however, still remains the largest 
receiver of Federal travel dollars. 
It is said that there is an official headache for 


In the last few years Government travel by air- 
plane has rapidly increased. Reckoning time in 
dollars and cents, the General Accounting Of- 


The Navy’s warships also present a sizeable 
travel expense account every year. 
In times of peace routine maneuvers such as 


are shown on the Battle Force’s schedule above cost the 
nation more than $4,000,000 annually. 

Curious is one travel item in the Navy’s transporta- 
tion budget. Docketed under contingent expenses the 
Navy receives $150 every year for street-car fares. 


About $3,500,000 every year is spent for travel 
expenses 
Twenty-four hours a day, year in and year out, 
the Post Office Department continues to cover its mail 
routes on land, sea and air. 
And yet withal its streamlining, the Post Office De- 
partment has an annual allowance of more than $1, 
000.000 for carfare and bicycle travel. 


incurred by Railway Mail clerks. 


fice, supreme auditor of travel vouchers, frequently finds 
that the cheapest line between two points is an airline. 
In the halcyon days of the present Administration, the 
skyways were jammed with officials winging their way 
to conferences, auditoriums, inspections, etc. 


Members of Congress are given a flat 20 cents 

a mile for travelling expenses from their homes 

to Washington and back again. This must be 
“the most direct comparable route” and each member 
of Congress has to have his expense account approved 
by the Vice President and Speaker before he can col- 
lect. The money is usually given him at the start of 
the session of Congress. 


every official mile traveled. The General Accounting 
Office can just as easily turn its thumb down on a tip 
to a Pullman porter as it can call a halt to a battleship. 

Every train schedule in existence is known to the 
GAO's expense detectives. 


the highways. But if they do, every penny spent for 
gasoline and oil must be carefully itemized. And when 
it comes to figuring just how many gallons of fuel it 
takes to travel a hundred miles—well—ask the GAO. 


Familiar to the Capitol’s travel account are the 
so-called Congressional “junkets.” Many are 
the free trips offered Congressmen. With all 
expenses paid they may sometimes journey to the Ha- 
waiian Islands for an inspettion tour or else cross the 
Atlantic as delegates to some international parley. 
The Senate's annual mileage card costs $51,000, that 
of the House about $171,000. 


Compared with the Department of Agriculture's 

$7,000,000 annual travel expense account, the 

State Department spends only about $600,000 
for its foreign service personnel’s transportation. For 
the fiscal year 1937 it spent only about $400,000. A\l- 
though wealthy diplomats like Ambassador Davies may 
be able to travel in ultra-style, the average foreign of- 
ficer relies on his regularly alloted travel voucher. 


Photos—Harris and Ewing, Underwood and Underwood, Wide World, American Airlines, Chicago, Milwaukee, St. Paul & Pacific Ry. 
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ROTOGRAVURE Advertising Pleased 
Bristol-Myers Company— 
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Factual case histories received from advertisers 


in many fields prove the correctness of the Gal- k, 


| Effervescent 
lup studies. And the reports of other advertisers tr Saline Ce mbination 


who, not satisfied with studying the readership 


LEE — 


of only one medium, have checked and com- WELL BALANGED: 


pared all mediums on their list, offer even more 


conclusive evidence of the plus value of roto- 


gravure. One of them, the Bristol-Myers Com- 


eAsaresult of repeated Gallup surveys, several 
P P ¥* pany, states, "Rotogravure advertising has the 


significant things have been uncovered for the best reading and noting of any medium we are 


benefit of local and national advertisers. Most now using according to the Gallup studies, 
important of them is that rotogravure enjoys a and we are greatly pleased with the adver- 
decided plus value in reader interest. tising results from it." 


KIMBERLY-CLARK CORPORATION 


NEENAH, WISCONSIN 


ESTABLISHED 1872 
CHICAGO + 8 SOUTH MICHIGAN AVENUE NEW YORK - 122 EAST 42ND STREET LOS ANGELES + 510 WEST SIXTH STREET 
Manufacturers of Pulp and Paper Products Including 


KLEERFECT and HYFECT for letterpress and rotogravure printing - ROTOPLATE for rotogravure + Cover and Specialty Papers + KIMPAK packing material + SANEK tonsorial strips 


KIMFLEX shoe insoles and counters + KIMSUL building and refrigerator insulation + and Cellulose Wadding specialties 
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